Un.^17 


U.S.  DEPARTMENT  OF  COMMERCE 
National  Technical  Information  Service 


PB-266  578 


Federal  Energy  Administration,  Washington,  D  ( 


the  library  OFTHe 

jAN  3  197,3 


<>  , 


■m 

UGH 


V 


Mar  75 


Digitized  by  the  Internet  Archive 
in  2018  with  funding  from 

University  of  Illinois  Urbana-Champaign  Alternates 


https://archive.org/details/annualreport1974unit_0 


x//X5 


r  -u* ^  y  ^  'v— j. 


111.11m  (nw.-i. 


BIBLIOGRAPHIC  DATA 
SHEET 


1 .  Report  No. 

FEA/F-75/312 


4.  Title  and  Subtitle 

Annual  Report  1974-1975 


7.  Author(s) 


9.  Performing  Organization  Name  and  Address 
Federal  Energy  Administration 
Office  of  Management  and  Administration 
Washington,  D.C.  20461 


12.  Sponsoring  Organization  Name  and  Address 


Same  as  #9 


3.  Recipient’s  Accession  No. 


5.  Report  Date 

March  1975 


6. 


8.  Performing  Organization  Rept. 
No. 


10.  Project/Task/\I  ork  Unit  No. 


11.  Contiact/Grant  No. 


13.  Type  of  Report  &  Period 
Covered 


14. 


15.  Supplementary  Notes 


16.  Abstracts 

Chapter  1  comprises  a  review  and  analysis  of  the  main  FEA  developments  and  the  impact 
these  actions  have  had  on  the  Nation's  civilian  requirements  in  compliance  with  the 
FEA  Act,  Section  15(c) (a)  and  (2).  Three  major  regulatory  programs  are  discussed 
;.n  detail:  (1)  Price  Regulations,  (2)  Oil  Import  Program,  and  (3)  Petroleum 

Allocation  Regulations.  Chapter  2  reports  briefly  on  energy  supply  key  projections 
for  the  midterm  and  long-term  for  the  major  types  of  fuel.  Chapter  3  contains  a 
summary  listing  o*  all  recipients  of  funds  and  the  amount  of  funds  between 
November  1,  1973  and  May  13,  1975.  Chapter  4  comprises  a  summary  listing  of 
information-gathering  activities  within  FEA  co  iducted  under  Section  13  of  the 
FEA  Act. 


17.  Key  Words  and  Document  Analysis.  17o.  Descriptors 

annual  report 
energy  programs 


1 7 b.  Identif iers/Open-Ended  Terms 


17c.  COSATI  Field/Croup 


18.  Availability  Statement 


_ _ 

FORM  n Tins  IREV.  10  ,J,  I  NPORSED  BY  ANSI  AND  UNESCO. 


19.  Security  Class  (This 

Report ) 

UNCLASSIFIED 

21. 

'Jo.  of  Pages 

\\x 

20.  Security  Class  (this 

Page 

UNCLASSIFIED 

22. 

ri(.  r 

'dAHi 

V 


f-—- 


T*“' 


r  "  ■■» 


FEA  ANNUAL  REPORT  1974-75 

ERRATA  SHEET 


Page  3  -  Delete  line  17. 

-  Line  26  should  read,  ’of  costs  related  to 
doing  business  are  also  limited  by  the" 


Page  7  -  Line  19  should  read,  "an  amount  that  repre¬ 
sents  the  increase  over  May  1973" 


' 


Wf 


■*- 


I...  ■«  ;..<!.  I ... 


W  ~K’ 


PB  266  578 


Annual  Report 
1974-1975 


( 

i 

1 


REPRODUCED  BY 

NATIONAL  TECHNICAL 
INFORMATION  SERVICE 


U.S.  DE  PART  ME  NT  OF  COMMERCE 
SPRINGE IELD,  VA.  22161 


.W>Yk.i  'V.ij  •.  /  'i*  a&-.\A+~X3if» 


.,wi 


■  ■<■  -»■ . '  11 


*^1 


f 


«**n*  f.c.  *-* 


FOREWORD 


Section  15(c)  of  the  "Federal  Energy  Administration  Act  of 
1974"  requires  the  Administrator  to  prepare  and  submit 
directly  to  the  Congress  and  the  President  annually  a  re¬ 
port  which  shall  include  -- 

(1)  a  review  and  analysis  of  the  major  actions 
taken  by  the  Administrator; 

(2)  an  analysis  of  the  impact  those  actions  have 
had  on  the  Nation's  civilian  requirements  for 
energy  supplies  for  materials  and  commodities; 

(3)  a  projection  of  the  energy  supply  for  the  mid¬ 
term  and  a  long  term  for  each  of  the  major  types 
of  fuel  and  the  potential  size  arid  impact  of 
any  anticipated  shortages,  including  recom¬ 
mendations  for  measures  to  -- 

(A)  minimize  deficiencies  of  energy  5;upplies 
in  relation  to  needs; 


(B)  maintain  the  health  and  safety  of  citizens; 

(C)  maintain  production  and  employment  at  the 
highest  feasible  level; 

(D)  equitably  share  the  burden  of  shortages 
among  individuals  and  business  firms;  and 

(E)  minimize  any  distortion  of  voluntary 
choices  of  individuals  and  firms; 


(4)  a  summary  listing  of  all  recipients  of  funds  and 
the  amount  thereof  within  the  preceding  peric';  and 

(5)  a  summary  listing  of  information-gathering  activities 
conducted  under  Section  13  of  this  Act. 

In  compliance  with  that  requirement,  this  xs  the  First  /annual 
Report  of  the  Federal  Energy  Administration. 
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INTRODUCTION 


The  Federal  Energy  Administration  was  created  by  act  of 
Congress  on  May  7,  1974,  "to  reorganize  and  consolidate 
certain  functions  of  the  Federal  Government  in  a  new 
Federal  Energy  Administration  in  order  to  promote  more 
efficient  management  of  such  functions."  Although  this 
task  is  not  yet  complete,  progress  has  been  made  in  Energy 
policy  development  and  implementation.  We  believe  that  an 
overview  of  FEA  activities  is,  therefore,  appropriate. 

From  the  time  of  the  creation  of  the  Federal  Energy 
Administration  until  the  end  of  1974,  much  of  the  exper¬ 
tise  and  resources  of  FEA  had  been  dedicated  to  the 
production  of  two  documents;  the  Project  Independence 
Report  and  the  Comprehensive  Energy  Plan.  These  were 
delivered  to  the  Congress  in  November  and  December  1974 
respec tively .  After  further  study,  the  President  proposed, 
in  his  State  of  the  Union  Message,  a  series  of  legislative 
and  administrative  actions  designed  to  accelerate  exploita¬ 
tion  of  our  energy  resources  and  curtail  imports  of 
petroleum.  Some  of  the  administrative  actions  are  now  in 
effect,  and  their  administration  and  effects  are  also 
described  in  the  text.  The  content  of  each  chapter  of  the 
report  is  summarized  below. 

Chapter  1  comprises  a  review  and  analysis  of  the  main  FEA 
developments  and  the  impact  these  actions  have  had  on  the 
Nation's  civilian  requirements  in  compliance  with  the  FEA 
Act,  Section  15(c)(1)  and  (2).  Three  major  regulatory 
programs  are  discussed  in  detail:  (1)  Price  Regulations, 

(2)  Oil  Import  Program,  and  (3)  Petroleum  Allocation 
Regulations . 

Chapter  2  reports  briefly  on  energy  supply  key  projections 
for  the  midterm  and  long-term  for  the  major  types  of  fuel. 
These  projections  include  potential  size  and  impact  of  any 
anticipated  shortage  of  the  major  fuels.  The  Comprehensive 
Energy  Plan  contains  projections  for  the  years  1975  and 
1976  of  the  supplies  of  and  the  demands  for  the  major  energy 
resources.  After  reviewing  this  material  it  is  apparent 
that  its  validity  still  holds  at  the  present  time.  The 
same  is  generally  true  of  the  long-term  projections  which 
were  determined  for  the  Project  Independence  Report. 

Therefore,  we  submit  that  the  midterm  supply  forcasts  re¬ 
quired  in  this  report  may  be  found  by  reference  to  Chapter 
II  and  Appendix  A  of  the  Comprehensive  Energy  Plan  submitted 
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to  the  Congress  on  December  9,  1974.  Also,  the  long¬ 
term  forecast  of  energy  supplies  is  available  by  re¬ 
ference  to  Chapter  II,  Domestic  Energy  Supply,  of  the 
Project  Independence  Report,  and  the  Section  of  Chapter 
I  entitled.  Energy  Through  1985  --  What  Happens  if  We 
Continue  With  Our  Present  Energy  Posture?  (page  23) . 

With  regard  to  Section  15(c)(3)  subsections  (A),  (C) , 

(D) ,  and  (E) ,  the  President  has  determined  that  the 
needs  of  society  can  best  be  met  by  the  combined  legis¬ 
lative  and  administrative  actions  which  were  announced 
in  the  1975  State  of  the  Union  Message,  and  amplified 
by  the  legislative  package  forwarded  to  the  Congress 
on  January  30,  1975. 

Reference  should  be  made  to  the  Fact  Sheet  accompanying 
that  January  15  address,  which  described  the  Energy 
Plan  and  the  coordinated  efforts  to  stimulate  the  over¬ 
all  economy. 

Subsection  15(c) (3) (B)  asks  for  recommendations  to  main¬ 
tain  the  health  and  safety  of  the  citizenry.  This  matter 
bears  to  the  greatest  extent  upon  the  consequences  of  ex¬ 
ercising  the  powers  granted  by  the  Energy  Supply  and 
Environment  Coordination  Act  of  1974.  This  matter  and 
the  overall  impact  of  the  legislative  and  administrative 
packages  which  the  President  has  proposed  and  implemented 
are  considered  in  detail  in  the  Draft  Environmental  Impact 
Statement  issued  in  March  1975  by  the  FEA,  and  for  the 
Energy  Independence  Act  of  1975  and  Related  Tax  Proposals 
(DES  75-2) .  The  Impact  Statement  analyzes  the  environ¬ 
mental  and  health  hazards  of  the  proposed  program.  Further¬ 
more,  it  is  the  determination  of  the  President  that  the 
program  is  necessary  to  maintain  present  living  standards, 
including  health  care. 

Chapter  3  contains  a  summary  listing  of  all  recipients  of 
funds  and  the  amount  of  funds  between  November  1,  1973  and 
May  13,  1975.  Chapter  4  comprises  a  summary  listing  of 
information-gathering  activities  within  FEA  conducted  under 
Section  13  of  the  FEA  Act. 
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CHAPTER  1 

THE  MAJOR  ACTIONS  OF  FEA 


The  major  activities  of  the  Federal  Energy  Administration  are 
the  regulatory  programs  controlling  the  pricing  and  alloca¬ 
tion  of  crude  oil,  residual  fuel  oil,  and  refined  petroleum 
products.  The  goals  of  these  programs  are  those  of  the 
Emergency  Petroleum  Allocation  Act  of  1973.  Essentially,  the 
hardships  of  the  shortages  and  increasing  prices  created 
because  of  the  world  energy  shortage  are  to  be  shared  as 
equitably  as  possible  by  the  people  of  the  United  States.  No 
company  or  individual  is  to  be  allowed  to  benefit  unduly  from 
the  radically  changed  supply  and  demand  which  have  followed 
the  embargo.  The  following  is  a  history  of  the  pricing 
regulations  which  have  pertained  to  petroleum,  and  an  explana¬ 
tion  of  how  the  present  regulations  work. 

Price  controls  in  the  petroleum  industry  began  in  August 
1971,  when  the  President  ordered  a  90  day  freeze  under  the 
authority  of  the  Economic  Stabilization  Act  of  1970.  At 
the  end  of  the  90  days,  oil  companies  were  placed  under  the 
same  system  of  controls  as  other  sectors  of  the  industry. 
Ceiling  prices  established  during  the  freeze  period  became 
base  prices,  and  a  company  could  not  charge  prices  above 
base  prices  unless: (1)  tne  increases  were  justified,  and 
(2)  the  company  profit  margins  during  the  year  did  not 
exceed  those  during  the  base  period.  The  petroleum  industry 
was  regulated  in  this  manner  until  January  1973,  when  the 
industry  was  given  more  flexibility  and  some  relief  from  profit 
margin  limitations. 

Early  in  1973,  there  were  sharp  price  increases,  particularly 
in  home  heating  oil,  which  led  to  a  special  regulation  for 
the  23  largest  oil  companies.  This  regulation  restricted  price 
increases  above  specified  percentages  and  prohibited  any  in¬ 
crease  if  profits  exceeded  base  period  profit  margin  levels. 

On  June  13,  1973,  all  petroleum  prices  were  frozen  for 
60  days,  and  on  August  19,  1973,  comprehensive  regulations 
for  the  petroleum  industry  were  issued  by  the  Cost  of  Living 
Council.  The  Arab  oil  boycott  beginning  in  October  added  to 
the  problem  by  creating  shortages  as  well  as  skyrocketing 
prices.  In  response.  Congress  passed  the  Emergency  Petrole¬ 
um  Allocation  Act  in  November  1973,  under  which  current  price 
regulations  for  the  petroleum  industry  are  being  administered. 

The  regulations  issued  by  the  Cost  of  Living  Council  pursuant 
to  the  Economic  Stabilization  Act  on  August  19,  1973,  encom¬ 
passed  a  significant  change  in  the  method  of  regulation  of  the 
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petroleum  industry.  These  regulations  recognized  the  in¬ 
creasing  U.S.  dependence  upon  imported  foreign  petroleum 
price  controls  at  all  levels  of  the  marketing  chain:  pro¬ 
ducer,  refiner,  wholesaler,  and  retailer.  Later,  this  dollar- 
for-dollar  passthrough  of  net  increases  in  the  cost  of  crude 
and  refined  products  was  mandated  by  Congress  in  the  Emergency 
Petroleum  Allocation  Act  of  1973. 


Emergency  Petroleum  Allocation  Act  of  1973 

Following  the  oil  embargo  of  October  1973,  which  threatened  to 
further  exacerbate  shortages  and  sharply  raise  prices  of 
petroleum  products,  Congress  passed  the  Emergency  Petroleum 
Allocation  Act  of  1973,  Public  Law  93-159.  This  law  required 
the  President  to  issue  regulations  providing  for  the  mandatory 
allocation  of  petroleum  products  within  the  U.S.,  at  prices 
specified  in  such  regulations.  On  December  4,  1973,  the 
President  issued  Executive  Order  No.  11748  establishing  the 
Federal  Energy  Office.  That  Executive  Order  delegated  to 
the  FEO  all  of  the  President's  authority  under  the  EPAA  and 
the  Defense  Production  Act  of  1950  insofar  as  it  relates  to 
the  production,  conservation,  use,  control,  distribution  and 
allocation  of  energy.  Moreover,  the  Chairman  of  the  Cost  of 
Living  Council  was  directed  to  delegate  to  FEO  such  authority 
as  the  Council  had  that  related  to  energy  matters,  which  was 
done  on  December  26,  1973.  The  FEO  issued  regulations  on 
January  15,  1974  w'hich  essentially  incorporated  the  Cost  of 
Living  Council  petroleum  regulations. 

On  May  7,  1974,  Congress  enacted  the  Federal  Energy  Administra¬ 
tion  Act  of  1974,  Public  Law  93-275,  which  created  the  Federal 
Energy  Administration  as  an  independent  agency.  This  Act 
was  implemented  by  the  President  on  June  27,  1974,  with  the 
issuance  of  Executive  Order  No.  11790,  transferring  the 
functions  of  the  FEO  to  the  FEA. 


Federal  Energy  Administration  Price  Regulations 

FEA  price  regulations  apply  to  all  levels  of  the  petroleum 
marketing  chain:  producer,  refiner,  wholesaler,  and  re¬ 
tailer. 
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Producers 


Crude  oil  produced  in  the  United  States  is  either  exempt,  as 
to  its  first  sale,  from  FEA  regulations, or  subject  to  the 
"two-tier"  pricing  system.  Crude  oil  which  is  exempt  is: 
oil  produced  from  stripper  wells  (10  barrels  or  less  per  day) 
and  the  first  sale  of  imported  crude  into  U.S.  commerce. 

"’he  two- tier  pricing  system  for  domestic  producers  of  crude 
sets  a  ceiling  price  (the  May  15,  1973,  posted  price  plus 
$1.35  a  barrel)  for  sales  of  •’old"  crude  oil.  The  second 
tier  price  (market  price)  may  be  applied  to  the  following 
amounts  of  crude  oil:  (1)  the  amount  of  oil  produced 
and  sold  above  the  amount  produced  and  sold  in  the  corres¬ 
ponding  month  of  1972  (that  is,  "old"  oil;  the  excess  is 
called  "new"  oil),  plus  (2)  an  amount  of  oil  equal  to  the 
amount  of  "new"  oil  (this  equivalent  amount  is  called  "re¬ 
leased"  oil)  . 

The  "released"  oil  provision  is  important  to  the  pricing 
The  "released"  oil  provision  is  important  to  the  pricing 
system  as  an  incentive  for  increased  production. 


Refiners 

A  refiner's  selling  price  is  the  May  15,  1973  price  plus  in¬ 
creased  product  costs  and  certain  of  the  costs  related  to 
doing  business;  this  computation  is  done  once  a  month. 

These  price  increases  are  regulated  to  maintain  the  histori¬ 
cal  relationship  amona  various  classes  of  buyers.  Passthrough 
of  costs  related  to  drug  business  are  also  limited  by  the 
historical  profit  margin  of  the  refiners. 


Wholesalers 

The  wholesale  selling  prices  of  petroleum  products  are  limited 
to  the  May  15,  1973,  selling  prices  plus  a  dollar-for-dollar 
passthrough  of  increased  costs.  Also,  by  amendment,  the 
FEA  has  granted  wholesalers  nonn^oduct  cost  price  increases 
on  a  cents  per  gallon  basis.  The  amount  per  gallon  varies 
for  different  products  and  volumes  sold. 
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Retailers 


The  retail  prices  of  petroleum  products  are  limited  to  the 
May  15,  1973,  celling  prices  plus  a  dollar-f or-dollar  pass¬ 
through  of  increased  costs.  By  amendment,  the  FEA  granted 
retailers  of  gasoline  1  cent  and  2  cents  per  gallon  increases 
in  selling  price  to  cover  nonproduct  cost  increases,  and 
fractional  to  1  cent  increases  per  gallon  for  middle  distillates. 


Lessors 

FEA  regulations  require  that  the  rent  for  real  property  used 
in  the  retailing  of  gasoline  be  the  sane  as  the  rent  charged 
for  that  property  on  May  15,  1973.  The  only  exception  is  if 
the  landlord  of  the  property  is  not  a  refiner,  wholesaler, 
or  retailer.  FEA  lost  the  authority  to  control  rents  charged 
by  private  landlords  upon  the  expiration  of  the  Economic 
Stabilization  Act  in  April  1974. 


Exemptions 

In  order  to  encourage  the  continued  production  from  wells 
that  produced  10  barrels  or  less  in  'the  preceeding  year 
(so-called  "stripper"  welxs)  which  might  otherwise  be 
abandoned,  the  regulations  provide  that  oil  produced  from 
these  wells  is  exempt  from  price  regulations,  and  may  be 
sold  at  the  market  price.  •  The  regulation  regarding  stripper 
wells  was  specifically  mandated  by  the  Emergency  Petroleum 
Allocation  Act,  and  an  amendment  expanding  the  exemption 
was  submitted  to  the  Congress  during  May. 

The  first  sale  of  imported  crude  into  TJ.S.  commerce  is  also 
exempt  from  price  controls  so  as  to  not  penalize  U.S.  firms 
which  import  foreign  crude,  or  effectively  elminate  imports 
while  domestic  demand  exceeds  supply. 
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Two-Tier  System 


Current  figures  show  new  oil  selling  at  an  average  of 
$11.50  per  barrel,  and  old  at  $5.25.  As  of  January  1, 

1974,  of  the  total  domestic  crude  oil  available  in  the 
United  States,  about  GO  percent  represented  domestic  old  oil, 
17  percent  was  new  oil,  10  percent  was  released  oil,  and  about 

13  percent  was  stripper  well  oil.  An  of  December  31,  1974, 
the  approximate  figures  were  as  follows:  66  percent  old  oil, 

14  percent  new  oil,  8  percent  released  oil  and  12  percent 
stripper  oil. 


Table  1 

DOMESTIC  PRODUCTION  OF  OIL  SOnD  AT  CONTROLLED 
AND  UNCONTROLLED  PRICES  (in  percent) 


Controlled  Uncontrolled 


Month 

Old 

New 

Oil 

Released 

Stripper 

Oil 

1974  January 

60 

17 

10 

13 

February 

62 

15 

10 

13 

March 

60 

16 

11 

13 

April 

60 

16 

11 

13 

May 

62 

15 

10 

13 

June 

63 

15 

9 

13 

July 

64 

15 

9 

12 

August 

66 

14 

8 

12 

September 

67 

13 

8 

12 

October 

66 

14 

8 

12 

November 

67 

13 

8 

12 

December 

66 

14 

8 

12 

Source:  FEA 


With  respect  to  decontrol,  the  new  oil,  and  stripper  well 
provisions  wer^  designed  to  provide  a  mechanism  whereby  FEA 
could  effect  very  gradual  price  decontrol  of  crude  oil.  How¬ 
ever,  this  is  an  extremely  slow  process,  and  in  the  short 
run,  the  percentage  of  domestically  produced  oil  which  is  sold 
at  the  "controlled"  price  has  been  rising.  Therefore,  this 
system  cannot  be  considered  as  a  reasonable  alternative  to 
the  President's  proposed  plan  of  crude  oil  price  decontrol. 
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Table  2 


CRUDE  OIL  PRICES  1974-75 


Month 

Wellhead 

Cost 

Refiner 

Acquisition  Cost 

Old 

(dollars  per 

New 

barrel ) 

Domestic  Import 
(dollars  per 

Composite 
barrel ) 

1974 

Jan . 

$5.25 

$  9.82 

$6.72 

$  9.59 

$  7.46 

Feb. 

5.25 

9.87 

7.08 

12.45 

8.57 

March 

5.25 

9.88 

7.05 

12.73 

8.63 

April 

5.25 

9.88 

7.21 

12.72 

9.13 

May 

5.25 

9.88 

7.26 

13.02 

9.44 

June 

5.25 

9.95 

7.20 

13.06 

9.45 

July 

5.25 

9.95 

7.19 

12.75 

9.30 

Aug. 

5.  25 

9.98 

7.20 

12.68 

9.17 

Sept . 

5.25 

10.10 

7.18 

12.  53 

9.13 

Oct. 

5.25 

10.74 

7.26 

12.44 

9.22 

Nov. 

5.25 

10.90 

7.46 

12.53 

9.41 

Dec. 

5.25 

11.08 

7.39 

12.82 

9.28 

1975 

Jan. 

5.25 

11.28 

7.76 

12.79 

9.48 

Feb. 

5.25 

11.51 

8.28* 

13.01* 

10.16* 

*Preliminary 


The  incentive  aspect  of  the  "released"  oil  provision  is  highly 
significant.  It  provides  an  incentive  to  rework  existing  pro¬ 
ducing  properties.  For  every  barrel  of  new  oil  added  to 
overall  domestic  production,  a  barrel  of  what  would  otherwise 
be  old  oil  must  be  released  from  price  controls. 


Passthrough  of  Increased  Product  Costs 


The  FEA  has  adopted  a  mathematical  system  of  determining  allow¬ 
able  cost  increases.  This  mathematical  approach  was  used 
because  of  the  complicated  nature  of  the  cost/price  structure 
of  refiners.  It  was  determined  that  inclusion  of  all  the 
elements  essential  to  the  cost  determination  would  be  best 
expressed  in  mathematical  terms  so  that  a  proper  audit  trail 
could  be  maintained. 

For  purposes  of  describing  the  cost  passthrough  procedure, 
the  following  provides  an  explanation  of  the  elements  included, 
the  interrelationships  of  the  elements,  and  the  intended 
results . 


Pol lar- f or-Dol lar  Passthrough  of  Increased  Costs 

The  price  regulations  applicable  to  refiners  reflect  the  dollar- 
for-dollar  product  cost  passthrough  concept  of  the  EPAA.  A 
refiner  may  charge  for  petroleum  products  only  an  amount 
that  represents:  (1)  the  refiner's  lawful  May  15,  1973, 
selling  price  to  a  class  of  purchaser  for  that  product  plus 
an  amount  that  represents  the  increase  over  May  6,  1973 
levels  in  the  cost  of  crude  oil  to  that  refiner,  plus  (2) 
some  of  the  increased  costs  of  doing  business,  such  as 
increased  labor,  marketing,  or  utility  costs.  The  first 
component  is  termed  the  "base  price,"  which  may  be  increased 
to  reflect  increased  product  costs.  The  second  component 
of  price  is  termed  "nonproduct  costs;"  the  increase  may  be 
above  base  prices  to  reflect  certain  increased  nonproduct 
costs,  subject  to  a  profit  margin  limitation.  These  concepts 
were  promulgated  originally  in  the  Cost  of  Living  Council 
regulations  and  were  subsequently  adopted  by  the  FEO. 


Profit  Margin  Limitations 


As  previously  noted,  increases  in  specific  types  of  nonproduct 
costs  may  also  be  passed  through  and  reflected  in  a  refiner's 
prices,  but  only  if  the  refiner  does  not,  in  the  fiscal  year 
in  which  those  costs  are  passed  through,  exceed  its  base 
period  profit  margin.  "Profit  margin"  is  defined  in  the 
regulations  as  a  firm's  profits  expressed  as  a  percentage  of 
that  firm's  sales.  The  base  period  consists  of  any  2  fiscal 
years,  other  than  the  current  one,  beginning  after  August  15, 
1968. 
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Carry  Forward  of  Unrecouped  Increased  Product  Costs 


If  refiners  were  required  to  raise  prices  immediately  to 
reflect  increased  costs  of  crude  oil,  or  forfeit  the 
opportunity  to  recover  increased  costs  at  a  later  time, 
pressure  to  raise  prices  would  be  very  strong.  Thus,  FEA 
regulations  are  designed  to  permit  some  flexibility  in  the 
allocation  of  costs. 

Product  costs  that  are  not  immediately  recovered  in  1  month 
may  be  carried  forward  and  used,  within  certain  limitations, 
in  calculating  prices  in  subsequent  months  until  these  costs 
are  recovered. 


Equal  Application  of  Increased  Costs  Among  Classes  of  Purchaser 

FEA  regulations  require  generally  that  refiners  apply  increased 
costs  in  order  to  increase  prices  equally  among  classes  of 
purchaser  of  a  particular  covered  product.  Differences  in 
weighted  average  May  15,  1973,  selling  prices  among  classes 
of  purchaser  are  generally  reflected  by  the  same  differences 
i.n  current  lawful  selling  prices  for  that  product.  A 
principal  function  of  the  class  of  purchaser  concept  is  to 
preserve  che  price  distinctions  among  classes  of  purchaser 
that  customarily  existed  under  free  market  conditions.  Sellers 
are  thus  required  to  maintain  a  single  lawful  price  fcr  a 
product  to  all  customers  wiLhin  a  particular  class,  rather 
than  having  to  establish  individual  maximum  lawful  prices  to 
individual  customers. 

On  August  30,  1974,  FEA  promulgated  an  emergency  amendment 
limi ting  the  amount  of  unrecovered  increased  product  costs 
that  a  refiner  may  carry  over  after  September  1,  1974.  The 
amendment  specifies  the  interrelation  between  the  carry  over 
of  costs  provision  and  the  requirement  for  equal  application 
of  increased  product  costs  among  individual  classes  of 
purchaser. 

Therefore,  if  a  refiner  elects  not  to  add  the  increased  pro¬ 
duct  costs  and  increase  the  selling  price  to  a  class  of 
purchaser,  the  refiner  cannot  recover  those  increased  costs 
later  by  adding  these  costs  to  the  unit  price  of  any  other 
class . 

An  additional  amendment  affects  the  refiner,  reseller,  or 
retailer,  who  wishes  to  recoup  increased  product  costs  that 
have  been  carried  forward.  He  may  raise  his  prices;  however, 
the  difference  between  the  raised  prices  and  the  prices 
charged  in  the  preceeding  month  may  not  exceed  10  percent  of 
his  total  unrecovered  increased  costs.  His  total  unrecovered 
increased  costs  are  defined  as  the  amount  incurred  by  October  31, 
1974,  or  the  end  of  any  month  thereafter.  This  limitation  was 
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imposed  because  of  FEA's  concern  about  large  amounts  of 
accumulated  costs  that  provide  the  potential  for  drastic 
price  increases  if  short-term  supply  problems  arise. 


Special  Treatment  of  Certain  Products 

A  "special  product"  rule  was  initially  promulgated  by  the 
Cost  of  Living  Council,  when  short  supplies  were  imminent, 
and  disproportionate  passthrough  of  increased  product  costs 
on  special  products  was  a  real  possibility.  The  defined 
"special  products"  --  gasoline,  No.  2  heating  oil  and  No.  2-D 
diesel  fuel  --  were  a  significant  portion  of  refinery  out¬ 
put  apparently  with  relatively  inelastic  demand.  Restrictions 
to  a  proportional  passthrough  of  increased  costs  on  these 
products  were  deemed  to  be  appropriate.  These  special 
products  represented  the  overwhelming  share  of  petroleum 
products  purchased  directly  by  individual  consumers. 

Propane,  which  is  a  basic  fuel  for  home  heating  and  cooking, 
was  originally  excluded  from  "special  products"  status  by  the 
Cost  of  Living  Council  because  propane  traditionally  had  been 
underpriced  and  so  was  in  short  supply.  As  refiners  began 
allocating  increased  costs  to  propane,  prices  for  propane 
rose  much  more  quickly  than  prices  for  other  products.  FEA, 
therefore,  amended  its  regulations  to  protect  propane  pur¬ 
chasers  from  disproportionate  cost  passthroughs. 

Treatment  of  gasoline,  originally  cesianated  as  a  "special 
product,"  has  been  modified.  Under  current  FEA  regulations, 
proportionate  shares  of  increased  product  costs  are  calculated 
separately  for  No.  2  oils,  general  refinery  products,  and 
gasoline.  Increased  costs  allocable  to  No.  2  oils  or  to 
general  refinery  products  may  be  reallocated  to  gasoline, 
but  increased  costs  may  not  be  reallocated  to  No.  2  oils  or 
to  general  refinery  products  from  any  other  product  category. 
Refiners  may  continue  to  allocate  increased  costs  among 
products  within  the  general  refinery  products  category  which 
also  includes  residual  fuel  oil  and  aviation  fuels.  In  this 
manner,  the  general  refinery  products  category  is  not 
permitted  to  bear  a  disproportionate  share  cr  increased 
costs,  but  a  measure  of  pricing  flexibility  in  the  general 
products  category  is  preserved. 

Refiners  that  did  not  sell  unleaded  gasoline  on  May  15,  1973, 
currently  are  permitted  to  price  unleaded  gasoline  at  no  more 
than  1  cent  per  gallon  over  the  price  for  leaded  gasoline 
with  same  or  nearest  octane  number. 
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Allocated  Crude  Pricing 


One  other  refiner  pricing  situation  is  covered  by  the  regula¬ 
tions;  pricing  for  crude  which  is  allocated  to  equalize  the 
supply  among  refiners.  The  regulation  states  that  a  refiner 
selling  crude  to  another  refiner  must  charge  the  weighted 
average  price;  of  all  crude  oil  delivered  to  the  refiner-seller 
in  that  month  ror  that  district,  plus  a  handling  charge  of 
30  cents  per  barrel,  a  transportation  adjustment,  and  a 
gravity  adjustment. 


Gasoline  Prices  under  the  Import  Reduction  Program 

As  announced  in  the  notice  accompanying  the  proposed  regulations 
issued  by  FEA  on  January  17,  1975,  the  President  has  determined 
that  it  is  in  the  national  interest  to  achieve  a  reduction  in 
demand  for  petroleum  products,  so  theit  we  can  reduce  the 
dependence  of  this  country  on  imports  of  foreign  crude  oil 
and  petroleum  products.  A  program  to  begin  achievement  of 
this  objective  was  announced  in  the  President's  State  of  the 
Union  message  to  the  Congress. 

FEA  ha  5  continued  to  analyze  and  review  the  President's 
program  and  the  options  that  are  likely  to  reduce  this 
country's  reliance  on  imported  petroleum,  with  the  minimum 
hardship  to  the  Nation's  people  and  its  economy.  FEA  has 
concluded  that  a  larger  share  of  the  increased  costs  of 
petroleum  should  be  allocated  to  the  prices  of  gasoline 
rather  than  to  the  prices  of  other  petroleum  products. 

The  following  changes  of  note  have  been  made  to  the  regulations 
in  the  last  year.  These  are  not  the  only  major  changes,  but 
illustrate  the  dynamic  way  in  which  equity  and  the  price 
relation  to  costs  have  been  maintained. 


Major  Price  Regulation  Changes 

Amended  Price  Regulations  to  Provide  f or  "Released"  Crude 
Oil  —  Issued  August  28,  1974 

The  price  regulations  governing  the  first  sale  of  domestic 
crude  oil  were  changed  so  that  "released"  oil  as  well  as  old 
and  new  oil  would  be  included  in  price  base  production  control 
when  new  production  existed.  The  regulation  was  amended  to 
provide  that  an  amount  of  "released"  crude  oil  equal  to  the 
amount  of  new  crude  oil  produced  and  sold  from  a  property 
could  also  be  sold  without  regard  to  the  ceiling  price.  This 
change  was  implemented  in  order  to  simplify  the  pricing 
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mechanism  for  domestic  crude  oil, 
for  inflated  offers  for  new  crude 
volumes  of  new,  released,  and  old 
the  program  to  allocate  old  oil. 


to  eliminate  the  incentive 
oil,  and  also  to  separate 
crude  oil  for  purposes  of 


Amended  Price  Regulations  to  Prevent  Certain  Unrecouped 

Increased  Product  Costs  —  Issued  August  30,  1974 

An  amendment  to  both  the  refiner  and  the  reseller  price 
rules  was  issued  providing  that  failure  to  charge  prices  that 
reflect  equal  application  of  increased  product  costs  to  each 
class  of  purchaser,  'except  when  the  seller  is  precluded  from 
charging  such  prices  by  terms  of  a  contract  in  effect  on 
September  1,  1974)  will  result  in  unrecouped  increased  pro¬ 
duct  costs  which  cannot  be  recovered  in  a  subsequent  month. 
The  purpose  of  the  change  was  to  prevent  price  discrimination 
among  classes  of  purchasers  and  to  preclude  the  possibility 
of  increased  costs,  where  not  applied  equally,  being  carried 
forward  for  future  recovery. 


Adopted  Standards  for  Landed  Costs  Computation  —  Issued 
October  25,  1974 


This  amendment  specified  the  manner  in  which  "landed  cost," 
the  cost  of  imported  crude  oil,  was  to  be  computed.  This 
established  a  mechanism  for  determining  prices  for  transac¬ 
tions  between  affiliated  entities  (transfer  pricing)  and 
established  that  costs  of  imported  crude  oil  were  for  purposes 
of  the  price  regulations  at  the  time  incurred  following  a 
company's  historic  accounting  procedures.  The  change  was 
necessary  to  avo. d  the  artificial  inflating  of  costs  of  im¬ 
ported  crude  oil  attributable  to  transfers  between  affiliated 
entities . 


Amended  Price  Regulations  to  Allow  Disproportionate  Cost 

Increase  Passthroughs  for  Gasoline  --  Issued  November  1,  1974 

This  amendment  eliminated  the  requirement  that  increased  pro¬ 
duct  costs  could  only  be  passed  on  by  refiners  in  the  form  of 
higher  prices  for  gasoline  in  the  same  proportion  that  gaso¬ 
line  was  produced  by  that  refiner.  The  same  amendment  also 
changed  the  "banking"  rule  for  both  refiners  and  resellers 
by  limiting  the  amount  of  previously  unrecouped  increased 
product  costs  that  may  be  passed  through  so  that  prices  are 
maintained  at  the  level  that  existed  at  the  end  of 
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any  month  thereafter.  The  first  change  was  to  permit 
greater  flexibility  in  the  allocation  of  costs  to  gasoline 
which  relieves  the  pressure  to  add  costs  to  other  products. 
The  second  change  was  to  prevent  significant  price  increases, 
attributable  to  previously  unrecovered  increased  costs,  if 
a  period  of  relative  scarcity  were  to  occur. 


Amended  Certain  Price  Regulations  Pertaining  to  Nonproduct 
Cost  Passthroughs  --  Issued  November  29,  1974 

This  amendment  eliminated  the  prenotification  provisions  for 
price  increases  based  on  increased  nonproduct  coses,  simpli¬ 
fied  the  procedures  for  implement ing  such  price  increases, 
limited  the  nonproduct  costs  that  could  be  used  to  nustify 
price  increases  and,  at  the  same  time,  improved  the  ability 
of  FEA  to  monitor  the  basis  for  those  increases.  There  were 
two  principal  administrative  reasons  for  eliminating  the 
prenotification  provisions:  to  conform  to  the  method  used  for 
increased  product  costs  and  to  eliminate  use  of  the  outdated 
and  confusing  form  that  had  been  used  for  prenotification. 


Amended  Certain  Price  Regulations  Pertaining  to  Natural  Gas 
Liquids  --  Issued  December  19,  1974 

A  new  subpart  K  was  issued  which  provided  a  set  of  price 
rules  tailored  specifically  for  the  operations  of  a  natural 
gas  liquids  gas  processing  plant.  The  main  features  are: 
provision  for  the  passthrough  of  the  increased  costs  of  natural 
gas  shrinkage  attributable  to  the  operations  of  ci  gas  pro¬ 
cessing  plant  (the  equivalent  of  increased  costs  of  crude 
petroleum  for  a  crude  oil  refining  entity);  provision  for 
a  0.5  cent  per  gallon  increment  charged  for  natural  gas 
liquid  products  for  increased  nonproduct  costs  incurred  by 
gas  processors  since  May  15,  1973;  and  a  provision  for 
permitting  gas  processors  to  adjust  their  actual  May  15, 

1973,  selling  prices  to  determine  maximum  lawful  prices 
with  minimum  levels  of  8.5  cents,  9  cents,  and  10  cents  per 
gallon  for  propane,  butane  and  natural  gasoline  respectively. 
The  general  purpose  of  these  amendments  was  to  provide  a  set 
of  regulations  more  consistent  with  the  specific  character¬ 
istics  of  gas  processors.  Specifically,  the'  changes  were  to 
place  processors  on  a  par  with  refiners,  to  allow  for  the 
recoupment  of  increased  nonproduct  costs,  and  to  deal  with 
the  circumstances  of  abnormally  low  prices  charged  by  gas 
processors  as  of  May  15,  1973. 
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Amended  Price  Regulations  to  Passthrough  Import  Fees  --  Issued 

February  28,  1975 


This  amendment  reflects  a  determination  by  the  President  that 
a  reduction  in  the  demand  for  crude  oil  and  petroleum  products 
could  be  obtained  by  increasing  the  import  fees  on  these  pro¬ 
ducts.  FEA  amended  the  price  regulations  (effective  .March  1, 
1975)  to  include  the  mechanism  for  the  passthrough  of  import 
fees.  In  addition,  the  price  regulations  were  amended  to 
provide  for  the  required  pro  rata  allocation  of  increased  pro¬ 
duct  costs,  except  for  gasoline,  wh±ch  was  permitted  dis¬ 
proportionate  allocation  of  increased  product  costs.  The 
amendment  also  provided  more  flexibility  for  refiners  to 
comply  with  the  equal  application  of  increased  cost  require¬ 
ment  by  allowing  them  to  designate  product  categories  other 
than  those  specified  by  FEA,  upon  notice  to  the  FEA. 


Oil  Import  Program 

The  United  States  has  imported  increasing  supplies  of  oil 
since  the  end  of  World  War  II.  Because  of  this  increasing 
rate  of  oil  imports  there  was  concern  that  nondevelopment  of 
our  resources  would  leave  the  United  States  without  a  sufficient 
petroleum  industry  for  developing  our  own  abundent  resources 
in  time  of  need.  In  addition,  there  was  concern  that  the 
United  States  would  become  cverly  dependent  on  suppliers  of 
oil  in  hostile  or  unstable  foreign  nations.  Therefore,  in 
1955  President  Eisenhower  recuested  that  oil  companies 
voluntarily  restrict  their  crude  oil  imports.  However,  imports 
continued  to  rise,  especially  by  companies  expanding  their 
foreign  operations.  By  1957,  imports  of  crude  oil  and  pro¬ 
ducts  were  575  million  barrel'',  or  about  18  percent  of 
domestic  consumption. 

In  July  1957,  the  President  established  an  organized  Voluntary 
Oil  Import  Program  under  the  direction  of  the  Department  of 
the  Interior.  Nevertheless,  many  companies  failed  to  comply 
with  the  quotas  issued  by  the  DOI ,  and  imports  rose  again  in 
1958  to  619  million  barrels. 

As  a  result,  on  March  10,  1959,  President  Eisenhower  issued 
Presidential  Proclamation  No.  3279  establishing  a  mandatory 
oil  import  quota.  The  program  was  designed  to  ensure  ex¬ 
ploration  for  and  development  of  new  hemisphere  reserves  which 
were  not  being  exploited  due  to  imports  of  foreign  oil.  The 
import  quota's  legal  basis  was  the  Trade  Expansion  Act  of 
1954,  which  authorized  adjustment  of  imports  for  national 
security  reasons.  In  1956,  1967,  and  to  a  lesser  extent, 
in  1970,  supply  disruptions  of  Mid-east  oil  imports  were 
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experienced,  usually  as  a  result  of  Arab-Israeli  hostilities. 
At  such  times,  however,  excess  capacity  existed  in  the  United 
States  and  elsewhere;  and  the  international  oil  companies 
were  able  to  effect  substitution  from  other  sources  to  make 
up  for  the  loss  of  Arabian  oil.  So  long  as  the  world  surplus 
exceeded  any  one  country’s  production,  and  so  long  as  the  ex¬ 
porting  countries  acted  independently,  the  international  oil 
companies  were  able  to  control  the  v/orld  market  by  shifting 
supplies  to  meet  user  needs.  However,  with  the  formation  of 
the  OPEC  Cartel,  control  gradually  slipped  from  the  oil 
companies  to  the  producer  governments.  Thus,  the  stage  was 
set  for  the  increasing  insecurity  of  our  oil  supplies,  greater 
susceptibility  to  political  manipulation,  and  vulnerability 
to  major  price  increases. 

As  demand  accelerated,  relative  domestic  reserves  and  produc¬ 
tion  capacity  declined,  until  in  1973,  import  quotas  had  to 
be  lifted  to  prevent  shortages  and  permit  the  institution  of 
a  program  that  would  effectively  encourage  U.S.  exploration 
and  production  capacity.  Instead  of  quotas,  a  set  of  import 
fees  was  substituted,  pursuant  to  the  Trade  Expansion  Act  of 
1962,  the  successor  to  the  1954  Act. 

Under  this  program,  established  by  Presidential  Proclamation 
No.  4210,  in  April  1973,  moderate  fees  were  established  on 
both  crude  oil  and  petroleum  product  imports.  Importers  were 
granted  fee-free  licenses  for  a  specified  percentage  of  their 
imports  based  on  the  importers'  refinery  capacity  and  also 
in  consideration  of  the  old  quota  levels.  The  percentage 
of  these  fee-free  allocations  relative  to  1973  levels  are 
decreasing  in  yearly  stages  so  that  the  percentage  will 
reach  zero  by  1980. 

The  import  fee  system  was  designed  to  provide  economic  in¬ 
centive  to  increase  domestic  production  and  refinery  capacity 
while  allowing  greater  levels  of  imports  into  the  United 
States,  over  and  above  the  quotas  established  by  the  earlier 
program.  This  change  in  the  program  was  necessitated  because 
U.S.  domestic  supplies  were  not  keeping  pace  with  rapidly 
increasing  demand;  so  an  increased  reliance  on  imports  was 
a  short-term  means  of  meeting  the  increase  in  demand. 
Therefore,  existing  tariffs  on  oil  were  suspended  and  imports 
in  excess  of  existing  quota  levels  were  authorized.  At  this 
time,  import  fees  were  moderate  for  crude  oil  in  excess  of 
the  gradually  diminishing  quota  levels  in  order  to  maintain 
some  long-range  disincentive  to  import  crude  oil  at  the  ex¬ 
pense  of  increased  domestic  refinery  capacity. 

The  basis  for  the  increased  fee  was  the  Administration's 
perception  that  oil  imports  were  becoming  an  increased  portion 
of  U.S.  consumption.  The  higher  cost  of  such  imports  was 
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having  a  negative  effect  on  U.S.  balance  of  payments.  As  a 
result  of  the  embargo  by  OPEC  countries,  the  increased  re¬ 
liance  of  imports  was  making  the  United  States  vulnerable  to 
the  political  aims  of  the  exporting  nations.  In  order  to 
deter  increasing  imports,  and  encourage  domestic  exploration 
and  production,  the  higher  fee  was  imposed. 

On  January  23,  1975,  President  Ford  issued  Proclamation 
No.  4341  pursuant  to  Section  232  of  the  Trade  Expansion  Act 
of  1962,  as  amended.  Section  232(b)  provides,  in  part,  that 
if,  as  a  result  of  an  investigation  conducted  by  the 
Secretary  of  the  Treasury,  it  is  determined  that  an  article 
is  being  imported  into  the  United  States  "in  such  quantities 
or  under  such  circumstances  as  to  threaten  to  impair  the 
national  security,"  then  the  President  is  to  be  promptly 
advised,  and  unless  he  determines  otherwise,  the  President 


"shall  take  such  action,  and  for  such 
time  as  he  deems  necessary  to  adjust 
the  imports  of  such  article  and  its 
derivatives  so  that  such  imports  will 
not  threaten  to  impair  the  national 
security. " 

After  receiving  the  national  security  finding  of  Secretary 
Simon  and  the  recommendation  of  the  Administrator  of  FEA  that 
substantially  increased  import  fees  be  imposed,  the  President 
issued  Proclamation  No.  4341  imposing  .a  supplemental  fee  on 
imports  of  $1.00  effective  February  1,  1975,  to  be  increased 
by  an  additional  $1.00  effective  March  1,  1975,  and  by  mother 
$1.00  effective  April  1,  1975,  for  a  total  supplemental  fee 
of  $3.00  per  barrel. 

The  preexisting  import  license  fee  program  imposed  in  1973 
by  Presidential  Proclamation  No.  4210  remains  in  effect  under 
the  new  program,  but  the  fees  are  accelerated  immediately 
rather  than  phased  in,  to  their  maximum  levels  of  $0.21 
per  barrel  for  crude  oil  and  $0.53  per  barrel  for  petroleum 
products.  Under  the  new  program,  the  phaseout  system  of  fee- 
free  allocations  continues  with  respect  to  the  preexisting 
license  fees  adjusted  to  their  maximum  levels.  No  fee-free 
allocations  are  permitted,  however,  for  any  supplemer.ta  1 
import  fees. 

Once  a  decision  was  made  to  substantially  increase  oil  import 
fees,  it  became  apparent  that  the  portion  of  FEA ' s  Old  OiJ 
Allocation  Program,  designed  to  provide  price  relief  to 
importers  of  refined  petroleum  products,  could  better  be 
accomplished  by  providing  relief  in  the  form  of  reductions 
in  the  oil  import  fee. 
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The  President's  January  23  Proclamation  authorized  the  supple¬ 
mental  fee  on  imported  petroleum  products  to  be  less  than  the 
supplemental  fee  on  crude  oil.  This  fee  was  to  be  of  the  same 
approximate  dollar  amount  as  the  value  of  an  "entitlement" 
issued  under  the  Old  Oil  Allocation  Program. 

The  drastic  rate  increase  as  explained  by  President  Ford  in 
his  1975  State  of  the  Union  message,  is  designed  to  decrease 
total  oil  imports,  which  would  alleviate  our  balance  of 
payments  deficits  and  encourage  domestic  production. 

On  March  4,  1975,  the  President  issued  Proclamation  No.  4355, 
which  deferred  the  second  and  third  supplemental  fees  increase 
scheduled  for  March  1  and  April  1,  and  the  corresponding 
reductions  on  products  until  May  1  and  June  1,  respectively. 

This  left  the  supplemental  fee  at  $1.00  until  May  1,  and  the 
fee  on  most  products  at  zero.  On  April  30,  1975,  the 
President  issued  Proclamation  No.  4370,  which  deferred  the 
$2.00  and  $3.00  fee,  and  the  corresponding  reductions,  for 
up  to  30  days,  to  allow  time  for  other  energy  programs  under 
study  to  be  given  full  consideration.  The  President  stated 
that  the  deferred  fees  would  be  reimposed  "should  alternative 
programs  for  discouraging  imports  not  be  formulated  in  a 
timeiy  fashion  or  should  such  programs  fail  to  protect 
adequately  U.S.  national  security  interests." 

The  imposition  of  $1.00  license  fee  increase  on  February  1 
added  to  the  present  coses  of  imported  oil  and  caused  imports 
of  oil  products  in  February  and  March  to  decrease  significantly. 
Table  3  shows  che  import  values  of  oil  in  barrels  and  in 
dollars  for  1974  and  1975.  It  should  be  noted  that  in 
March  tne  dollar  amount  of  imports,  as  well  as  the  physical 
amount  of  oil  imported,  decreased  from  the  level  of  the 
previous  year. 

The  decline  of  actual  total  imports  from  January  to  February 
was  45  percent  and  from  February  to  March,  23  percent.  Al¬ 
though  the  program  is  intended  to  be  altered  with  the  passage 
of  the  President's  legislative  energy  program,  FEA  has  pro¬ 
jected  the  reduction  of  imports  which  will  be  effected  by 
the  increased  license  fee.  Table  4  shows  the  base  case  and 
program  case  projections  obtained  by  using  the  FEA  short-term 
petroleum  model  which  forecasts  demand  for  various  oil  pro¬ 
ducts  using  macroeconomic  variables  in  a  series  of  regression 
equations  to  estimate  the  demand  for  each  product.  The 
individual  oil  product  demands  are  then  aggregated  to  estimate 
overall  demand  for  petroleum. ±/  The  difference  between  these 
two  cases  is  the  best  FEA  projection  of  demand  and  import  re¬ 
duction  due  to  the  increased  license  fee.—/ 


1/  A  more  detailed  description  of  the  model  is  contained  in 
FEA  Technical  Report  74-5,  "National  Petroleum  Product 
Supply  &  Demand,"  November  8,  1974. 

2/  Environmental  Report  of  Modifications  to  the  Mandatory  Oil 
Import  Program:  A  $3  Import  Fee.  FEA,  January  21,  1975. 


SUMMARY  OF  U.S.  GENERAL  IMPORTS  OF  PETROLEUM  AND  SELECTED 
PETROLEUM  PRODUCTS,  UNADJUSTED  BY  MONTH  (F.A.S.  VALUE  BASIS) 
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Table  4 

REDUCTION  IN  Oil,  IMPORTS  DUE  TO  IMPORT  LICENSE  FEES 
(In  Thousand  Barrels/Dav) 


1975 

1976 

1977 

Quarters 

2Q 

3Q 

4Q 

iQ 

2Q 

3Q 

4Q 

Avg/Q 

Base  Case 

15,138 

16,188 

18,017 

18,095 

16,424 

16,518 

18,304 

18,256 

Import  Fee 
Program 

15,415 

15,302 

17,036 

16,411 

14,856 

14 , 912 

16,540 

16,318 

Difference 

Due  to 

Import  Fee 

723 

786 

981 

1,684 

1,568 

1,606 

1,764 

1,938 

Source:  FEA 


Finally,  the  revenue  from  the  import  license  fee  program  will 
be  considerable.  Table  5  shows  gross  and  net  receipts  from  the 
oil  import  license  fees  for  1973  and  1974.  This  period  pre¬ 
cedes  the  acceleration  of  fee  schedule,  and  imposition  of  supple¬ 
mental  fee  on  February  1.  At  the  present  fee  level,  assuming 
6  million  barrels  per  day,  gross  receipts  would  be  over  $7 
million  per  day. 

The  significance  of  the  fee  receipts  is  that  the  added  cost 
must  be  passed  to  final  consumers  at  some  point  in  time,  and 
the  lower  demand  which  results  will  be  directly  translated  into 
import  reductions.  Placing  the  fee  on  petroleum  imports  is 
consistent  with  the  philosophy  of  a  free  domestic  market. 
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Table  5 


IMPORT  LICENSE  FEE  RECEIPTS  1973-4 


Month 

Gross 

Receipts 

Refunds—7 

Net  2/ 

Receipts— 

1973  Jan. 

_ _ 

_  _ 

Feb. 

— 

-- 

-- 

March 

-- 

— 

-- 

April 

— 

— 

— 

May 

3,208,586 

— 

3,208,586 

June 

3,291,339 

-- 

3,291,339 

July 

3,481,797 

— 

3,481,797 

Aug. 

2,110,526 

40,166 

2,070,360 

Sept . 

1,909,016 

507,004 

1,402. 012 

Oct . 

8,611,745 

1,082,269 

7,529,476 

Nov. 

370,384 

358,421 

11,963 

Dec . 

1,166,964 

445,413 

721,551 

Total 

24,150,356 

2,433,273 

21,717,084 

1974 

Jan . 

2,219,155 

682,995 

1,536,160 

Feb. 

2,203,332 

1,041,675 

1,161 , 657 

March 

2,221,722 

280,864 

1,940,858 

April 

6,085,165 

759,825 

5,325,340 

May 

4,342,033 

1,937,746 

2,404,287 

June 

4,381,584 

498,992 

3,882,592 

July 

4,397,748 

427,305 

3,970,443 

Aug . 

4,540,290 

1,137,851 

3,402,439 

Sept . 

3,949,605 

774,456 

3,175,149 

Oct. 

6,726,493 

450,245 

6,276,248 

Nov. 

2,856,203 

328,218 

2,527,985 

Dec . 

3,649,997 

855,089 

2,794,908 

Total 

45,573,327 

9,175,261 

38,398,066 

j  1/ 

Refunds 

are 

mostly  for  unused 

portions  of 

licenses,  and 

for  oil 

used  in  asphalt  production. 

2/ 

Net  receipt 

s  are  not  adjusted 

for  refunds 

to  Puerto  Rico 

the  Virgin 

Islands,  Guam,  or 

American  Samoa. 

Source:  FEA 


19 


Petroleum  Allocation 


On  November  27,  1973,  under  the  stress  of  the  Arab  oil  embargo, 
the  Emergency  Petroleum  Allocation  Act  was  signed  into  law.  The 
allocation  regulation  which  that  law  required  was  to  take  many 
objectives  into  account  to  the  maximum  extent  possible.  They 
are  listed  below: 

(1)  Protection  of  public  health,  safety,  and  welfare  (in¬ 
cluding  maintenance  of  residential  heating,  such  as 
individual  homes,  apartments,  and  similar  occupied 
dwelling  units),  and  the  national  defense. 

(2)  Maintenance  of  all  public  services  (including  facilities 
and  services  provided  by  municipally,  cooperatively,  or 
investor  owned  utilities  or  by  any  state  or  local 
government  or  authority,  and  including  transportation 
facilities  and  services  which  serve  the  public  at  large. 

(3)  Maintenance  of  agricultural  operations,  including 
farming,  ranching,  dairy,  and  fishing  activities,  and 
directly  related  services. 

(4)  Preservation  of  an  economically  sound  and  competitive 
petroleum  industry,  including  the  priority  needs  to 
restore  and  foster  competition  in  the  producing,  refining, 
distribution,  marketing,  and  petrochemical  sectors  of 
such  industry,  and  the  preservation  of  the  competitive 
viability  of  independent  refiners,  small  refiners,  non- 
branded  independent  marketers ,  and  branded  independent 
marketers . 

(5)  The  allocation  of  suitable  types,  grades,  and  quality  of 
crude  oil  to  refineries  in  the  United  States  to  permit 
such  refineries  to  operate  at  full  capacity. 

(6)  Equitable  distribution  of  crude  oil,  residual  fuel  oil, 
and  refined  petroleum  products  at  equitable  prices  among 
all  regions  and  areas  of  the  United  States  and  sectors 
of  the  petroleum  industry,  including  independent  re¬ 
finers,  nonbranded  independent  marketers,  branded  in¬ 
dependent  marketers,  and  among  all  users. 

(7)  Allocation  of  residual  fuel  oil  and  refined  petroleum 
products  in  such  amounts  and  in  such  manner  as  may  be 
necessary  for  the  maintenance  of  exploration  for,  and 
production  or  extraction  of,  fuels,  and  for  required 
related  transportation. 

(8)  Economic  efficiency. 
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(9)  Minimization  of  economic  distortion,  inflexibility,  and 
unnecessary  interference  with  market  mechanisms. 

The  regulations  which  were  promulgated  by  the  Federal  Energy 
Office  and  later  the  Federal  Energy  Administration  succeeded 
in  fulfilling  some  of  these  requirements  by  setting  up  a 
series  of  allocation  programs  for  different  categorical 
groupings . 

Fortunately,  with  the  end  of  the  embargo,  fuel  supplies  with 
the  exception  of  propane  have  been  more  than  sufficient.  The 
FEA  has  been  able  to  turn  its  attention  to  some  of  the  other 
objectives  of  the  Act,  especially  maintaining  the  structure 
of  the  petroleum  industry  with  emphasis  on  the  status  of 
small  and  independent  refiners  and  independent  marketers. 


Allocation  Regulations 

The  Emergency  Petroleum  Allocation  Act  of  1973  provides  specific 
temporary  authority  for  the  allocation  of  crude  oil,  residual 
fuel  oil,  and  refined  petroleum  products  to  deal  with  shortages 
or  distribution  dislocations  of  these  products.  Broadly 
speaking,  FEA  has  exercised  its  authority  through  two  alloca¬ 
tion  programs  --  one  for  crude  oil  and  one  for  the  products 
refined  from  crude  oil. 

Both  crude  oil  and  refined  petroleum  products  are  allocated 
pursuant  to  the  Mandatory  Petroleum  Allocation  Regulations. 

These  regulations  were  issued  on  January  14,  1974,  to  provide 
the  basis  for  mitigating  the  effects  of  the  product  shortage 
caused  by  the  Arab  embargo.  Upon  the  termination  of  the 
embargo,  adequate  crude  oil  supplies  became  available  such 
that  for  the  1974-1975  winter  refinea  products  other  than  pio- 
pane  have  no  longer  been  in  short  supply. 

In  spite  of  ample  product  supplies  the  Act  requires  FEA  to 
continue  the  allocation  program  with  respect  to  all  products 
unless  a  particular  product  is  exempted  from  regulation  in 
accordance  with  procedures  set  forth  in  the  Act.  FEA  has 
adjusted  the  initial  January  14,  1974  regulatory  program  to 
reflect  increased  supplies.  For  example,  some  allocation 
levels,  which  determine  the  amount  of  fuel  a  purchaser  is 
entitled  to  purchase  for  a  certain  use,  have  been  increased. 

In  the  event  of  new  shortages,  FEA  would  take  action  to 
amenc  its  regulations  to  reflect  such  slortages. 
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Crude  Oil  Allocation  Programs 


Tnere  are  three  primary  programs  by  which  crude  oil  is  allocated 
under  the  Mandatory  Petroleum  Allocation  Regulations.  First, 
domestic  crude  oil  supply  relationships  existing  on  December  1, 
1973,  have  been  frozen  to  ensure  continuing  supplies  to  small 
and  independent  refiners  and  to  provide  a  supply  base  for 
calculation  of  buy/sell  list  amounts.  Second,  allocation  pro¬ 
gram,  known  as  the  buy/sell  list  program,  has  been  established 
among  refiners  to  provide  access  to  crude  oil  supplies  for 
small  and  independent  refiners.  This  program  is  generally 
designed  to  protect  the  competitive  viability  of  small  and 
independent  refiners  and  to  assure  adequate  supplies  of  re¬ 
fined  products  in  all  geographic  regions  on  an  equitable  basis. 
Third,  the  entitlements  program  is  designed  to  provide  all 
refiners  with  equal  access  to  low  priced  domestic  old  crude 
oil  to  mitigate  widely  divergent  feedstock  costs  among  refiners 
resulting  from  the  two-tier  price  system.  The  programs  are 
discussed  more  fully  below. 


December  1,  1973  Supplier/Purchaser  Freeze 

The  supplier/purchaser  rule  for  domestic  crude  oil  basically 
provides  that  all  supplier/purchaser  relationships  in  effect 
under  contracts  for  sales,  purchases,  and  exchanges  of  domestic 
crude  oil  on  December  1,  1973,  shall  remain  in  effect  for  the 
duration  of  the  mandatory  allocation  program. 

The  supplier/purchaser  freeze  as  of  December  1,  1973,  (the 
December  1  rule)  does  not  apply  to  the  first  sale  of  crude  oil 
from  a  stripper  well  lease,  nor  to  forced  sales  under  the  buy/ 
sell  list.  In  addition,  as  to  new  and  released  crude  oil  only, 
the  freeze  may  be  broken  if  a  new  purchaser  outbids  the  present 
purchaser. 

The  decision  to  adopt  the  December  1  rule  was  made  for  three 
principal  reasons:  first,  the  December  1  rule  helped  to  maintain 
intact  most  of  the  preexisting  national  distribution  system  for 
domestic  crude  oil,  as  there  were  indications  the  system 
could  disintegrate  during  the  last  quarter  of  1973. 

The  second  major  reason  for  the  December  1  rule  was  to  establish 
a  supply  floor  from  whicli  the  buy/sell  list  supply  estimates 
could  be  furnished.  The  initial  buy/sell  list  for  February 
through  April  1974  depended  upon  each  refiner  being  able  to 
estimate  its  own  crude  oil  availability  for  a  3  month  period. 
Without  maintaining  existing  suppl ier/purchaser  relationships, 
it  would  have  been  virtually  impossible  to  make  the  estimates. 
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The  December  1  rule  enables  FEA  to  minimize  the  amount  of 
crude  oil  that  had  to  be  allocated  through  forced  sales  under 
the  buy/sell  list  by  preventing  crude  supply  imbalances  among 
refiners  from  worsening  during  the  critical  beginning  of  the 
mandatory  allocation  program. 

The  third  principal  reason  for  adoption  of  the  December  1  rule 
was  that  it  preserved  access  by  small  and  independent  refiners 
to  price  controlled  domestic  crude  oil.  Without  this  rule, 
many  small  and  independent  refiners  could  have  been  supplanted 
or  cut  off  by  major  integrated  refiners. 

Finally,  the  December  1  rule  has  an  important  function  when 
considered  in  conjunction  with  FEA's  price  controls  on  old  oil 
at  the  producer  level.  With  old  oil  supply  arrangements 
frozen,  producers  do  not  have  the  ability  to  shift  purchasers, 
and  the  present  purchaser  has  no  incentive  to  offer  a  price 
for  old  oil  production  in  excess  of  the  lawful  ceiling  price. 


Buy/Sell  List  Program 

l 

Under  the  buy/sell  program  as  currently  in  effect,  each  small 
refiner  and  independent  refiner  is  entitled  to  purchase  in 
each  3  month  allocation  quarter  an  amount  of  crude  oil  equal 
to  the  difference  between:  (1)  one-quarter  of  the  crude  oil 

it  refined  during  the  year,  1972,  and  (2)  the  volume  of  its 
runs  to  stills  during  the  period  February  through  April  1974, 
subject  to  processing  agreement  adjustments  and  increased 
allocation  amounts,  taking  into  account  post-1972  capacity. 
Small  refiners  are  refiners  with  a  total  capacity  not  in  excess 
of  175,000  barrels  per  day,  and  independent  refiners  are 
refiners  (regardless  of  size)  that  basically  possess  less  than 
30  percent  coverage  for  their  capacity  in  controlled  crude 
oil  production.  Purchases  by  small  and  independent  refiners, 
called  refiner-buyers,  are  made  from  the  15  U.S.  refiners 
which  are  neither  small  nor  independent  within  the  meaning  of 
the  Allocation  Act.  This  group,  called  ref iner- sellers ,  in¬ 
cludes  the  15  largest  integrated  oil  companies  in  the  United 
States,  except  for  several  firms  classified  as  independent 
refiners  by  reason  of  their  relatively  small  amount  of  con¬ 
trolled  production.  Each  refiner-seller's  share  of  the  total 
sales  obligation  under  the  buy/sell  list  is  fixed;  it  is  the 
ratio  of  each  refiner-seller's  refinery  capacity  to  that  of 
the  total  refinery  capacity  of  all  15  refiner-sellers  as  of 
January  1,  1973. 

The  current  buy/sell  list  program  has  been  in  effect  since 
June  1,  1974.  The  program  in  effect  for  February  through 
May  1974  was  based  on  each  refiner's  supply  estimates  (with 
no  distinctions  between  majors  and  independent  and  small 
refiners) .  Each  refiner  with  supplies  less  than  the  national 
average  (as  calculated  by  FEA)  was  permitted  to  purchase 
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supplies  up  to  the  national  average  from  refiners  with 
supplies  in  excess  of  the  national  average.  The  intent 
was  to  permit  all  refiners  in  this  period  of  extreme  shortages 
to  operate  at  the  same  supply  to  capacity  ratio. 

FEA's  special  pricing  rules  governing  allocation  sales  of 
crude  oil  under  the  buy/sell  program  provide  that  a  refiner- 
seller  may  charge  the  weighted  average  price  of  all  crude 
oil  delivered  to  it  in  the  area  of  the  country  where  the  sale 
is  made  in  the  month  in  which  the  sale  is  made.  The  seller 
may  also  add  to  the  price  a  handling  fee  of  30  cents  per 
barrel  and  may  adjust  the  price  to  take  into  account  the  fact 
that  the  crude  oil  sold  may  be  of  a  higher  or  lower  grade 
than  the  seller's  average  grade. 

Due  to  surplus  crude  oil  supplies  in  the  world  market  and 
FEA's  adoption  of  the  entitlements  program,  it  is  estimated 
that,  of  the  approximate  total  purchase  opportunity  of  100 
million  barrels  on  the  list,  about  60  to  70  percent  will  be 
purchased  in  the  allocation  quarter  beginning  March  1,  1975. 
This  contrasts  with  a  utilization  of  between  85  and  90  percent 
in  prior  allocation  quarters. 


Old  Oil  Allocation  Program 

The  FEA  adopted  the  final  regulations  for  its  old  oil  alloca¬ 
tion  program  (the  entitlements  program)  in  November  1974.  The 
program  is  designed  to  equalize  substantially  costs  of  crude  oil 
for  domestic  refiners  and  to  enable  independent  refiners  and 
marketers  who  depend  heavily  upon  high  cost  crude  to  remain 
competitive  with  those  having  lower  crude  costs.  FEA's  rationale 
underlying  its  adoption  of  the  program  was  that  some  refiners, 
including  the  major  oil  companies  as  a  class,  enjoyed  far 
greater  access  to  price  controlled  old  oil  than  certain  other 
refiners,  including  small  and  independent  refiners. 

The  entitlements  program  allocates  low  priced  old  oil  propor¬ 
tionately  among  all  refiners  based  on  their  levels  of  crude 
runs  in  a  particular  month,  thus  significantly  reducing  cost 
disparities  which  were  in  existence  between  refiners  with 
access  to  old  oil  and  those  dependent  on  higher  cost  domestic 
and  foreign  crude  oils. 

Each  month,  FEA  establishes  a  national  average  ratio  of  old  oil 
supplies  to  crude  runs  to  stills.  By  means  of  a  notice  published 
in  the  Federal  Register,  all  refiners  are  issued  entitlements 
equal  to  the  national  average  ratio,  with  additional  entitlements 
being  issuable  to  small  refiners.  Refiners  v/ith  less  than  the 
national  average  supplies  of  old  oil  will  then  sell  their 
excess  entitlements,  and  refiners  with  a  higher  level  of  old 
oil  supplies  than  the  national  average  will  have  to  buy  en¬ 
titlements  for  these  excess  old  oil  supplies. 
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The  issuance  of  entitlements  is  based  on  a  refiner’s  actual 
crude  runs,  rather  than  refinery  capacity,  so  that  refiners' 
product  outputs  are  more  effectively  cost  equalized. 

Every  month,  FEA  determines  the  national  old  oil  supply  ratio 
and  publishes  40  days  after  the  close  of  the  month  a  listing 
showing  the  number  of  entitlements  issued  to  each  refiner  for 
that  month.  Refiners,  which  sell  entitlements,  use  the  pro¬ 
ceeds  to  offset  the  cost  of  their  high  priced  imported  or 
domestic  crude  oil,  a  benefit  which  is  passed  through  to  their 
customers . 

Small  refiners  were  given  special  consideration  under  the  en¬ 
titlements  program.  First,  a  bias  provides  for  issuance  of 
incremental  entitlements  to  small  refiners  over  and  above 
the  national  crude  runs  ratio  to  old  oil  receipts  for  the 
particular  month.  The  dollar  value  of  these  incremental  en¬ 
titlements  has  been  calculated  to  be  equivalent  to  the 
maximum  subsidy  received  by  small  refiners  under  the  oil 
import  program,  with  an  upward  adjustment  to  take  the  recent 
rate  of  inflation  into  account.  In  addition,  small  refiners 
required  to  purchase  entitlement  are  being  phased  into  the 
full  amount  of  their  purchase  obligation,  to  enable  them  to 
file  any  necessary  applications  for  exceptions  and  to  adjust 
their  business  operations  and  product  prices  to  their  increased 
costs  under  the  program. 

Finally,  the  entitlements  program  was  modified  from  the  form 
in  which  it  was  initially  issued  to  eliminate  issuances  of 
entitlements  with  respect  to  imports  of  residual  fuel  oil  and 
No.  2  home  heating  oil  after  February  1,  1975.  This  amendment 
was  made  because  the  increased  import  fee  structure  under  the 
President's  energy  program  provides  for  a  lesser  fee  for  pro¬ 
duct  imports  than  for  crude  oil. 


Refined  Product  Allocation  Programs 


The  refined  products  allocated  under  FEA  regulations  include 
propane,  butane,  natural  gasoline,  motor  gasoline,  distillate 
fuels,  aviation  fuels,  residual  fuel  oil,  naphthas,  gas  oils, 
benzene,  toluene,  mixed  xylenes,  hexane,  lubricants,  greases, 
special  naphthas  (solvents),  lubricant  base  stock  oils,  and 
process  oils. 

The  allocation  program  established  fixed  supplier/purchaser 
relationships  to  assure  a  continued  flow  of  supplies  by  pro¬ 
viding  the  maximum  number  of  purchasers  with  currently  identi¬ 
fiable  suppliers.  Generally,  suppliers  were  directed  to 
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supply  their  1972  purchasers  in  order  to  comply  in  the  most 
convenient  administrative  manner  with  the  requirements  of 
the  \ct.  These  requirements  included  that  purchasers  be 
supplied  at  1972  base  levels,  or  a  pro  rata  reduction  from 
such  levels,  in  the  event  of  a  shortage.  In  the  case  of  motor 
gasoline,  a  purchaser's  base  period  supplier  for  each  month, 
therefore,  is  his  supplier  for  the  corresponding  month  of 
1972;  so  that  his  supplier  in  March  1975  was  also  his  supplier 
in  March  1972.  Purchasers  without  1972  suppliers  are  assigned 
base  period  suppliers.  Some  fuels,  however,  are  allocated  on 
a  quarterly  basis,  rather  than  monthly,  and  the  base  period 
may  be  a  month  or  quarter  of  1573  rather  than  1972. 

Supplier/purchaser  relationships  are  generally  established  for 
the  duration  of  the  allocation  program.  However,  supplier/ 
purchaser  relationships  for  consumers  are  somewhat  flexible, 
considering  that  the  relationship  generally  exists  for  the 
benefit  of  the  buyer.  Base  period  suppliers  must  offer  to 
their  base  period  purchasers  (including  assigned  purchasers) 
during  each  allocation  period  the  amounts  of  product  required 
by  FEA's  regulations.  The  base  period  purchaser,  however,  is 
not  required  to  purchase  his  entitlement.  Indeed,  tie  pur¬ 
chaser  in  times  of  relative  surplus  may  purchase  his  requirements 
from  a  non-base  period  supplier,  who  has  surplus  product  for 
sale.  The  supplier/purchaser  relationship  may  be  terminated 
by  mutual  agreement. 


Allocation  Entitlements 


Although  supplier/purchaser  relationships  are  fixed  by  reference 
to  the  various  base  periods,  the  amount  of  product  to  be 
allocated  to  a  purchaser  depends  on  whether  the  purchaser  is 
an  ultimate  consumer  or  a  marketer  of  products. 

Consumers  of  products  are  classified  us  either  end-users 
(relatively  small  purchasers)  or  wholesale  purchaser/consumers 
(large  purchasers).  Allocation  levels  have  been  established 
for  certain  uses  of  each  product.  A  consumer  has  no  allocation 
entitlement  unless  his  use  of  a  product  has  been  accorded  an 
allocation  level.  Consumers  without  allocation  entitlements 
because  their  particular  use  of  a  product  has  no  priority, 
may  purchase  a  product  when  the  supplier  has  surplus  available 
for  sale. 

Allocation  levels  vary  according  to  the  priority  assigned  each 
use.  Agricultural  production  has  the  highest  allocation  level 
—  100  percent  of  current  requirements  not  subject  to  a  pro 
rata  reduction  by  application  of  an  allocation  fraction.  Other 
users  may  have  an  allocation  level  expressed  as  100  percent  of 
current  requirements  subject  to  pro  rata  reduction  by  application 
of  an  allocation  fraction  or  as  a  percent  of  base  period  use. 
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Thus,  the  category  emergency  services  use  of  residual  fuel  cil 
has  an  allocation  level  of  100  percent  of  current  requirements, 
while  industrial  use  of  residual  fuel  oil  is  accorded  an  alloca¬ 
tion  level  of  100  percent  of  base  period  use. 

A  purchaser  whose  allocation  level  is  subject  to  an  allocation 
fraction  must  accept  a  pro  rata  reduction  of  his  basic  entitle¬ 
ment  if  for  an  allocation  period  his  supplier  has  insufficient 
product  to  meet  the  needs  of  his  customers  (whose  allocation 
entitlements  are  subject  to  a  fraction) . 

Product  marketers  (wholesale  purchaser-resellers)  do  not  have 
allocation  levels  sine  ■»  allocation  levels  are  based  upon  the 
use  of  a  fuel.  Marketers  purchase  from  their  suppliers  in 
order  to  sell  the  product  to  consumers  or  to  other  marketers . 

A  marketer's  allocation  entitlement,  generally,  is  based  upon 
his  purchases  from  his  base  period  supplier  for  that  period. 


Allocation  Fractions 


The  premise  of  an  allocation  program  is  short  supply  of  product, 
resulting  in  a  need  for  allocations.  Many,  if  not  most,  pur¬ 
chasers  will  be  unable  to  purchase  their  actual  product  re¬ 
quirements.  The  mandatory  allocation  program  accords  an 
allocation  level  of  100  percent  of  current  requirements  to 
agricultural  production.  Department  of  Defense  use,  and  for 
some  services.  All  other  purchasers  with  allocation  entitle¬ 
ments  may  be  unable  to  purchase  their  current  requirements  or 
entire  base  period  volumes  during  a  shortage.  The  allocation 
fraction  is  a  method  by  which  a  supplier  assures  that  his 
purchasers  which  must  receive  less  than  their  requirements 
will  share  the  available  supplies  on  a  pro  rata  basis. 

For  each  allocation  period,  a  supplier  determines  his  total 
supplies  and  then  subtracts  amounts  certified  for  delivery 
under  allocation  levels  for  that  period,  not  subject  to  an 
allocation  fraction  and  amounts  for  the  state  set-aside.  The 
remaining  supplies  are  available  for  allocation  to  the  re¬ 
maining  persons  and  firms  which  have  a  supplier/purchaser 
relationship  with  the  supplier  under  FEA ' s  regulations. 

The  supplier  then  determines  his  supply  obligation  for  the 
allocation  period.  The  supply  obligation  is  the  allocation 
requirements  of  those  end-users,  wholesale  purchaser-consumers, 
and  marketers  with  whom  the  supplier  has  a  supplier/purchaser 
relationship  and  whose  requirements  are  subject  to  the  alloca¬ 
tion  fraction.  The  allocable  supply  for  the  allocation  period 
is  then  divided  by  the  supplier's  supply  obligation  and  the 
resulting  fraction  is  the  supplier's  allocation  fraction. 
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If  the  supplier’s  allocation  fraction  is  less  than  one,  for 
example,  nine-tenths,  then  those  purchasers  subject  to  the 
fraction  will  be  offered  only  nine-tenths  of  their  allocation 
requirements.  If  the  allocation  fraction  is  greater  than 
one,  then  the  supplier  will  have  surplus  product  for  distri¬ 
bution  under  FEA ' s  surplus  product. 


Surplus  Product 

If  a  supplier's  allocation  fraction  exceeds  one,  the  supplier 
distributes  product  as  if  his  fraction  were  one.  Special  rules 
apply  to  the  disposition  of  the  surplus  product  which  remains. 

Upon  determining  that  his  allocation  fraction  will  exeed  one, 
large  suppliers  are  required  to  report  their  surplus  to  FEA. 
Upon  receipt  of  the  notice,  FEA  can  direct  the  supplier  to 
distribute  his  surplus  to  certain  purchasers,  retain  the 
surplus  in  inventory,  or  take  other  appropriate  action.  For 
example,  FEA  might  divert  a  supplier's  surplus  to  another 
supplier  who  has  a  very  low  allocation  fraction  to  provide 
relief  to  that  supplier's  customers.  If  FEA  does  not  direct 
the  disposition  of  the  supplier's  reported  surplus,  he  is  then 
required  to  offer  a  portion  of  his  surplus  to  his  branded  and 
nonbranded  independent  marketer  customers.  These  marketers 
must  be  offered  the  same  proportion  of  the  supplier's  surplus 
product  as  their  1972  purchasers  bear  to  the  supplier's  supply 
obligation.  Upon  compliance  with  this  rale,  the  supplier  may 
distribute  his  remaining  surplus  at  his  discretion.  Suppliers 
which  are  not  required  to  report  their  surplus  to  FEA  are 
required  to  distribute  their  surplus  in  the  same  fashion. 


Adjustments  to  Base  Period  Use 


Because  the  base  period  year  in  many  cases  is  1972,  FEA  has 
provided  adjustments  to  base  period  volumes  to  reflect  changed 
conditions  since  1972.  An  unusual  growth  adjustment  was  pro¬ 
vided  to  adjust  for  actual  growth  in  1973  in  excess  of  1972 
purchases  less  certain  amounts.  Until  August  1974,  the  regula¬ 
tions  provided  a  changed  circumstances  adjustment  to  reflect 
other  growth.  At  the  present  time,  base  period  volumes 
cannot  be  adjusted  except  upon  a  showing  of  serious  hardship  or 
gross  inequity.  The  regulations,  however,  provide  a  basis  to 
reflect  increased  current  requirements  for  those  consumers  which 
have  an  allocation  level  expressed  in  terms  of  current  require¬ 
ments.  These  adjustments  are  more  or  less  automatic  unless  a 
purchaser  or  his  supplier  disputes  the  amount  of  the  increased 
current  requirements.  In  cases  of  disputes,  application  must 
be  made  to  FEA  to  resolve  the  issue. 
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State  Set-Aside 


Provision  for  emergencies  is  made  under  the  regulations  through 
the  state  set-aside  program.  Currently,  a  percentage  of  products 
subject  to  the  state  set-aside,  such  as  gasoline  and  distillate 
fuels,  which  would  be  otherwise  available  in  a  state,  must  be 
set  aside  from  the  working  stocks  of  the  suppliers  who  serve 
the  state  to  meet  hardship  and  emergency  requirements  of  con¬ 
sumers.  The  state  set-aside  for  an  allocation  period  cannot 
be  accumulated  or  deferred. 


Curtailments  of  Alternate  Sources  of  Energy 

Because  of  increasing  curtailments  of  energy  sources  other  than 
refined  petroleum  products,  such  as  natural  gas,  FEA  is  required 
under  the  Act  to  give  consideration  to  applications  for  assign¬ 
ment  of  suppliers  and  base  period  volumes  to  those  persons  who 
can  use  refined  petroleum  products  and  who  have  been  curtailed 
from  their  primary  fuels.  FEA's  regulations  provide  a  detailed 
basis  for  consideration  of  these  applications  without  creating 
undue  problems  for  traditional  users  of  refined  products  who 
must  now  share  their  fuels  with  new  users  with  significant 
energy  demands. 


Special  Provisions  Applicable  to  Pax. ticular  Products 

As  noted  above,  the  general  provisions  provide  a  framework  for 
allocation  of  all  products.  However,  special  considerations 
unique  to  certain  products  require  distinct  rules  for  allocating 
those  products.  The  nature  and  extent  of  these  special  rules  can 
be  indicated  by  providing  a  few  specific  examples: 

(1)  Aviation  fuels,  unlike  gasoline,  are  allocated  on  a 
quarterly  rather  than  monthly  basis.  Furthermore,  the 
unique  problems  faced  by  international  air  carriers  have 
required  special  rules  to  provide  those  carriers  with 
domestic  product  without  creating  undue  hardships  for 
domestic  air  carriers. 

(2)  Because  propane  is  in  short  supply  with  increasing  demand 
because  of  natural  gas  curtailments,  several  unique 
features  have  been  developed  for  its  allocation  in  addi¬ 
tion  to  the  general  rules.  A  purchaser  of  other  fuels 
may  purchase  his  current  requirements  in  excess  of  his 
allocation  level  if  he  can  locate  surplus  product. 

However,  many  users  of  propane  are  limited  by  regulation 
in  their  use  of  propane,  including  their  inventories, 

to  prevent  undue  diversion  of  available  propane  stocks. 
Special  rules  have  also  been  devised  to  regulate  the  use 
of  propane  by  synthetic  natural  gas  manufacturers. 
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(3)  In  order  to  assure  adequate  supplies  of  fuel  for  heating, 
space  heating  fuels  requirements  are  accorded  an  alloca¬ 
tion  level  with  a  minimum  allocation  fraction  a  supplier 
may  use  to  reduce  the  purchaser's  allocation  entitlement 
when  the  supplier  experiences  a  shortage.  For  middle 
distillate  fuels  and  residual  fuel  oil,  the  allocation 
level  is  110  percent  of  the  amount  the  purchaser  used 
during  the  base  period.  In  the  event  a  supplier  deter¬ 
mines  that  his  allocation  fraction  for  period  will  be  less 
than  ei ght- tenths ,  the  allocation  level  for  space  heating 
becomes  88  percent  of  base  period  use,  not  subject  to 

the  allocation  fraction. 

(4)  In  order  to  assist  utilities  which  use  residual  fuel  oil, 
a  special  utility  allocation  program  exists  to  allocate 
specified  quantities  of  this  fuel  on  a  monthly  basis  to 
utilities.  These  quantities  are  determined  each  month 
by  FEA  and  published  in  the  Federal  Register.  Obviously, 
this  allocation  method  can  only  be  used  in  situations 
where  there  is  a  limited  number  of  purchasers  who  report 
to  FEA  in  order  that  their  needs  can  be  quickly  assessed 
and  suppliers  advised  on  a  monthly  basis. 

(5)  Motor  gasoline  retail  sales  outlets,  with  very  few  excep¬ 
tions  involving  independent  marketers,  are  treated  in 
FEA's  regulations  as  separate  entities  even  when  a  number 
of  such  outlets  are  owned  and  operated  by  the  same  person 
or  firm.  Therefore,  allocation  entitlements  of  retail 
outlets  are  calculated  on  an  individual  station  basis 
rather  than  for  an  entire  chain  of  outlets.  In  order  to 
provide  marketers  who  own  and  operate  two  or  more  outlets, 
a  certain  amount  of  flexibility  in  marketing  gasoline 
while  generally  preserving  historical  distribution 
patterns,  FEA  gasoline  regulations  permit  a  marketer  to 
shift  a  portion  of  any  outlet's  entitlement  to  another 
outlet  to  respond  to  changing  demand  patterns.  This 
shift  is  limited  to  an  increase  or  decrease  of  30  percent 
in  any  outlet's  entitlement. 
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CHAPTER  2 


THE  MID-TEF.M  OUTLOOK  AND  LONG-TERM  TRENDS 


The  near  future  presents  a  i  ange  of  factors  which  must  be 
considered  in  any  forecast.  The  unsettling  effect  of  inter¬ 
national  oil  price  increases  on  consumers  and  on  alternate 
energy  sources  will  continue  to  create  repercussions  result¬ 
ing  in  changes  to  established  patterns  of  buyers  behavior  as 
substitutes  are  purchased  in  lieu  of  more  expensive  tradi¬ 
tional  choices.  However,  changes  in  fuel  use  cannot  take 
place  immediately  and  the  timing  of  changes  in  response  must 
be  considered. 

In  this  chapter  projections  of  production  and  consumption 
levels  are  developed  for  coal,  electricity  'including  nuclear 
generated  electricity),  natural  gas,  and  petroleum  products. 
These  projections  reflect  historical  patterns  where  applicable. 
In  all  cases,  the  trends  have  been  modified  to  account  for 
recent  changes  in  price  as  indicated  by  the  Project  Indepen¬ 
dence  Report.  Where  domestic  supply  is  inadequate  to  satisfy 
demand,  the  expected  requirement  for  imports  is  identified. 

In  Table  1,  projections  show  that  shortages  in  petroleum  pro¬ 
ducts  (6.7  MMBD  in  1975)  will  continue  to  be  satisfied  by 
imports.  Growth  in  demand  for  electricity  and  coal  will  be 
satisfied  by  domestic  sources,  and  substantial  net  exports  of 
coal  will  continue.  Imports  of  LNG  and  natural  gas  from 
Canada  are  assumed  to  continue  at  6  to  8  percent  of  total 
demand. 

Bottlenecks  and  problems  in  development  are  expected  to  occur 
in  areas  of  finance,  labor,  and  equipment.  Lack  of  available 
financing  could  cause  additional  utility  companies  to  cut 
back  expansion  plans.  Shortages  of  shipyard  labor  may  limit 
construction  of  off-shore  drilling  rigs.  Steel  may  continue 
to  be  in  short  supply,  making  it  difficult  to  obtain  steel 
products  such  as  heavy  plates,  forgings,  and  tubular  goods. 
Walking  draglines  used  in  strip  mining  are  backlogged  until 
1979.  These  problems  and  potential  bottlenecks  will  also  be 
examined  in  this  chapter. 


Coal 


Expansion  of  coal  production  in  the  near  term  (over  the  next 
two  years)  is  limited  by  several  factors  such  as  the  availa¬ 
bility  of  draglines  and  power  shovels  for  coal  extraction,  and 
the  availability  of  hopper  cars  for  coal  transport.  Equipment 
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PROJECTED  ENERGY  CONSUMPTION  AND  PRODUCTION 
1975,  1980,  1985 
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Table  2 

COAL  PRODUCTION  POTENTIAL 
(million  tens) 
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Ml 


Ml 


i<sM 


K3UM. 


Surface  393.9  499.5  641.}  779.8  519.9  787.6  1105.8  1643.9 

r>f»p  361,0  396,5  459,0  570.1  40b,  6  530.3  877. 3  11  59.7 


limitations  are  compounded  by  safety  requirements  and  land- 
use  policies  in  Western  States;  these  factors  have  had  the 
effect  of  making  coal  production  more  capital  intensive, 
and  more  reliant  on  the  availability  of  equipment  for  long¬ 
term  expansion.  Because  of  the  two- to  three-year  lead  time 
necessary  to  open  new  deep  mines,  little  expansion  of  coal 
production  from  this  source  can  be  expected. 

Exports  of  coal  in  recent  years  have  amounted  to  about  10 
percent  of  U.S.  coal  production.  Coal  is  shipped  to  indus¬ 
trialized  nations  throughout  the  world,  principally  to  Canada, 
Japan,  and  Western  European  countries.  The  United  States  is 
the  world's  largest  coal  exporter  primarily  because  of  the 
concentration  of  high  quality  metallurgical  coal  near  its 
coastal  areas  Imports  (predominately  from  Canada)  currently 
amount  to  .02  percent  of  U.S.  coal  consumption. 

Coal  production  potential  by  region  during  the  mid-term  is 
shown  in  Table  2. 


Electricity 


The  forecast  of  electric  power  consumption  shown  in  Table  3 
shows  annual  growth  rates  of  -1.6  percent  in  1974,  2.2  percent 
in  1975,  6.8  percent  in  1976,  and  9.4  percent  in  1977.  These 
changing  growth  rates  reflect  the  current  slowdown  in  the 
national  economy,  with  expected  recovery  beginning  at  the  end 
of  1975.  The  annual  compound  growth  rate  between  1973  and  1977 
is  approximately  5  percent.  Net  electricity  imports  are  quite 
small,  accounting  for  less  than  1  percent  of  national  consumption. 


Table  3 

ANNUAL  DOMESTIC  ELECTRIC  CONSUMPTION  * 
(Trillions  of  kWh) 


1972** 

1973** 

1974 

1975 

1976 

1977 

Consumption  1.75 

1.88 

1.85 

1.89 

2.02 

2.21 

Growth  (Percent) 

7.4 

-1.6 

2.2 

6.8 

9.4 

*  Includes  Alaska  and  Hawaii 
**  Actual 


The  forecasts  for  the  years  1974-1977  are  derived  from  esti¬ 
mates  made  for  the  Project  Independence  Report.  A  number  of 
alternative  scenarios  reflecting  three  world  oil  prices  were 
considered  in  that  Report.  The  forecast  presented  in  Table 
3  is  the  average  of  the  $7  and  $11  oil  cases.  Electrical 
capacity  projections  for  the  end  of  the  mid-term,  broken  out 
by  types  of  fuel/power  used,  are  shown  in  Table  4. 


Table  4 

ELECTRICAL  CAPACITY  PROJECTIONS 
(Gigaelectron  Volts) 


Existing , 
End/1973 

1985  fin 

BAU  ( $ 1 1/BBL 

qiqawatts ) * 

Demand  Management** 

Hydro  GeV 

65 

100 

100 

Nuclear  GeV 

20 

204 

240 

Coal  GeV 

167 

327 

379  ' 

Gas  G0V 

78 

81 

64 

Gas  GoV 

61 

48 

48 

Combustion  Turbine 

GeV 

33 

162 

171 

Total  Electricity 

Growth  Rate,  1973- 

1985, 

424 

922 

1002 

%/year 

“  ~ 

6.3 

7.4 

*  Beginning  of  year  projections.  (Nuclear  at  end  of  year 
would  be  231  and  275  for  BAU  and  AD  respectively.) 


**  Without  conservation 


The  demand  management  projection  includes  conversion  of  about 
16,500  megawatts  of  existing  oil-fired  generation  capacity  to 
coal.  The  figures  for  combustion  turbine  capacity  reflect 
projected  increased  market  penetration  of  intermediate  load 
combined  cycle  plans  and  continued  use  of  gas  turbine  peaking 
plants . 


Nuclear-Generated  Electric  Power 


Nuclear-generated  electric  power  currently  comprises  4  percent 
of  total  electric  power  generation,  and  is  expected  to  comprise 
11  percent  of  the  total  by  the  fourth  quarter  in  1976.  A  slight 
increase  in  nuclear  plant  load  factor,  from  0.58  in  1975  to  0.59 
in  1976,  is  also  projected.  These  estimates  include  only  plants 
in  commercial  operation.  The  forecasts  of  nuclear-generated 


electric  power  and  capacity  are  shown  in  Table  5.  The  esti¬ 
mates  take  into  account  postponements  and  cancellations  re¬ 
ported  through  October  1974.  These  recent  schedule  changes 
do  not  significantly  affect  the  1975  and  1976  installed 
capacity  estimates,  but  have  substantial  impact  on  the  1980 
estimates . 


Table  5 

FORECASTS  OF  NUCLEAR-GENERATED  ELECTRIC 
POWER  AND  CAPACITY 


End  of 
Quarter 

MW 

Installed 
During  Quarter 

MW 

Cumulative 

Installed 

MWHRS  Day 
by  End  of 
Quarter 

4th  CY  74 

29,629 

405,324 

1st  CY  75 

3,406 

33,035 

459,847 

2nd  CY  75 

3,476 

36,511 

508,233 

3rd  CY  75 

965 

37,476 

521,666 

4th  CY  75 

3,566 

41,042 

571,305 

1st  CY  76 

2,765 

43,807 

620 , 307 

2nd  CY  76 

2,973 

46,780 

662,  ”04 

3rd  CY  76 

2,330 

50,914 

720,942 

4th  CY  76 

2,330 

50,914 

720,942 

1980  Current 

Schedule 

34,432 

85,396 

1,291,198 

1980 

Accelerated 

48,170 

99,084 

1,498,150 

Notes : 

1.  Installed  capacity  includes  only  plants  in  commercial 
operation  (i.e.,  those  in  power  ascension  not  included). 

2.  Power  generation  assumes  capacity  factors  of  57  percent 
in  1974,  and  1  percent  per  year  improvement  thereafter. 


* 

Petroleum  Products  Including  Imports 


The  total  level  of  demand  for  petroleum  products  projected 
for  1975  represents  a  recovery  from  the  reduced  consumption 
of  1974  resulting  from  the  embarqo,  intensified  conservation 
efforts,  and  a  general  economic  slowdown.  Increased  demand 
over  1973  consumption  is  estimated  to  be  2  percent  in  1975, 
and  only  1.5  percent  by  1976.  This  slow  growth  is  attributed 
to  conservation  and  the  post-embargo  increased  prices  not¬ 
withstanding  the  assumed  economic  recovery  in  late  1975  and 
1976.  In  contrast  to  the  substitutions  for  other  products 
where  the  $11  Project  Independence  scenario  is  assumed,  the 
increases  from  the  current  levels  of  $5  to  $10  for  petroleum 
could  have  significant  effect  on  the  demand  for  refined  pe¬ 
troleum  products.  Therefore,  this  section  assumes  c  continu¬ 
ation  of  current  prices  and  produces  1977  estimates  that  are 
proportionally  lower  than  the  $7  but  higher  than  the  $11 
Project  Independence  scenarios. 

Higher  prices  are  a  deterrent  to  any  acceleration  of  the  down¬ 
ward  trend.  The  decline  in  domestic  production  is  expected  to 
continue  at  the  current  rate  which  started  in  1970. 

High  import  levels  are  projected  for  the  forecast  period.  Be¬ 
cause  domestic  supply  incentives  will  not  sufficiently  change 
petroleum  production  in  the  short  run,  the  excess  of  domestic 
demand  over  domestic  supply  is  assumed  to  be  met  with  imports. 


Mid-Term  Petroleum  Production 


Because  of  the  long  lead  times  required  to  bring  new  petroleum 
fields  into  production,  domestic  production  of  crude  and  natural 
gas  liquids  (NGL)  will  continue  to  decline  for  several  years, 
regardless  of  higher  prices  or  policies  designed  to  encourage 
exploration.  At  minimum  acceptable  prices  of  $4  a  barrel  or  less, 
production  could  continue  to  decline  throughout  the  forecast 
period,  even  with  new  production  from  the  OCS  and  Alaska.  The 
development  of  NPP-1  (Elk  Hills)  and  extensive  OCS  leasing  could 
increase  production  by  only  about  one  million  barrels/day. 

Under  both  BAU  and  AD  assumptions,  minimum  acceptable  prices  of 
$7  or  higher  would  reverse  the  downward  production  trend.  At  $7 
and  $11  a  barrel  respectively,  under  the  BAU  scenario  production 
could  reach  11.1  to  12.2  MMBD  by  1980,  and  11.9  to  15.0  MMBD  by 
1985,  exceeding  the  1970  all-time  high  of  11.3  MMBD.  See  Table 
6  for  crude  oil  and  natural  gas  liquids  estimates. 
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Table  6 


SUMMATION  OF  UNCONSTRAINED  REGIONAL  PRODUCTION  POSSIBILITIES  FOR 

CRUDE  OIL  AND  NATURAL  GAS  LIQUIDS 
(Million  Barrels  per  day) 


Minirum  Acceptable 
Price  Per  Barrel* 

Business-As-Usual  (BAU) 

1974  1977  1980 

1985 

<5  4 

10.5 

9.0 

9.8 

9.8 

7 

10.5 

9 . 5 

11.1 

11.9 

11 

10.5 

9.9 

12.2 

15.0 

Accelerated 

Deve lopment 

(AD) 

$  4 

10.5 

9.7 

11.1 

11.6 

7 

10.5 

10.2 

12.9 

16.9 

10.5 

10.3 

13.5 

20.0 

*  Defined  as  exploration  and  production  costs  plus  royalty 
and  10  percent  after  tax  discounted  cash  flow  from  invest¬ 
ment,  but  excluding  lease  acquisition  cost  and  rental. 
These  rents  were  evaluated  after  market  clearing  prices 
were  determined. 


Natural  Gas 

Forecasts  cf  production  and  consumption  of  natural  gas  are 
subject  to  a  numbe.  of  uncertainities  regarding  the  effects 
of  regulation  and  the  possibility  of  increasing  output  from 
known  reservoirs.  A  number  of  different  models  of  natural 
gas  production  are  also  available  using  differing  assumptions 
and  tecnruques  of  estimation.  Two  of  these  models  are  presented 
for  comparison  in  Table  7  and  are  explained  in  the  Project 
Independence  Report. 
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Table  7 


A  COMPARISON  OF  TWO  NATURAL  GAS  MODELS 


Domestic  Production  (Trillions  of  Cubic  Feet) 


Year 

TERA 

Model* 

Project  Independence  Report 

Regulation 

Deregulation 

Regulation 

Dererulation 

1974 

20.6 

20.7 

21.8 

21.8 

1975 

20.0 

20.2 

21.5 

197b 

19.4 

19.8 

21.3 

1977 

18.9 

19.4 

19.6 

21.0 

1980 

17.3 

18.5 

17.3 

20.3 

*  The  TERA  production  figures  have  been  adjusted,  as  explained 


the  Project  Independence  Report. 


These  models  produce  different  forecasts  of  the  level  of 
potential  production  and  demand,  and  illustrate  the  current 
uncertainty  regarding  the  effect  of  reduced  drilling  activity 
in  recent  years.  More  precise  forecasts  cannot  be  made 
because  it  is  difficult  to  anticipate  events  that  might  occur 
in  1975.  Despite  the  many  differences  in  these  models,  both 
project  that  output  will  be  greater  under  deregulation  than 
under  continued  regulation.  The  TERA  model  indicates  the 
sizeable  shortages  will  exist  in  the  mid-term  if  regulation 
continues.  These  shortages  will  be  less  under  deregulation. 

The  importance  of  liquefied  natural  gas  has  been  the  most 
satisfactory  answer  to  the  shortage  of  domestically  produced 
natural  gas  i.i  the  mid-term.  Some  Canadian  imports  will 
probably  be  used  to  substitute  for  domestic  gas,  to  some 
extent.  However,  in  view  of  recent  Canadian  restrictions, 
pipeline  imports  from  Canada  may  decrease.  The  mid-term 
forecast,  summarized  in  Table  8,  indicates  a  major  trend 
for  LNG  imports. 
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Table  8 

FORECAST  OF  LNG  IMPORTS 
(Trillion  Cubic  Feet) 


Year 

LNG 

Deliveries 

Contract 

Signed 

Prospective 

Contracts 

Total 

1975 

0.02 

0.41 

0.13 

0.56 

1976 

0.02 

0.57 

0.51 

1.10 

1980 

0.02 

0.72 

1.28 

2.03 

If  regulation  continues,  only  part  of  the  shortage  can  be 
met  oy  pipeline  or  LNG  imports.  Other  fuels  such  as  oil 
or  coal  will  undoubtedly  be  used  to  satisfy  the  shortage, 
particularly  in  the  case  of  new  customers  who  do  not  face 
costly  conversion.  Tiie  oil  equivalent  of  the  remaining 
shortage  could  be  as  much  as  650  million  barrels  by  1980, 
although  direct  conversion  of  this  demand  is  not  possible. 
The  Project  Independence  Report  figures  presented  in  Table  7 
for  1974-1976  are  interpolated  from  the  1973  actual  and  the 
Project  Independence  Report  1977  forecasts.  The  figures  as 
presented  in  the  Project  Independence  Report  are  gross  con¬ 
sumption  figures.  However,  these  are  equilibrium  values 
ana  hence  represent  consumption  which  will  be  satisifed  in 
the  marketplace.  The  TERA  model  demand  estimates  may  not 
be  realized  as  consumption,  due  to  insufficient  supply. 


Potential  Problems  and  Bottlenecks 


Our  short-term  supply  forecasts  may  require  amendment  due  to 
resource  constraints  in  material,  equipment,  manpower,  trans¬ 
portation,  finance,  and  water.  Currently,  energy  industries 
ar'  encountering  serious  shortages  in  many  of  these  resources. 
Orders  for  walking  draglines  used  in  strip-mining  are  back- 
logged  until  1979;  a  shortage  of  shipyard  labor  is  limiting 
construction  of  off-shore  drilling  rigs;  and  the  lack  of 
financing  is  causing  some  electric  utilities  to  cut  back  ex¬ 
pansion  plans.  In  all  energy  industries,  an  overall  shortage 
of  steel  products  and  tight  availability  of  steel  plate, 
forgings  and  castings,  and  tubular  goods  are  affecting  expan¬ 
sion  and  operations.  Although  the  economy  has  traditionally 
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responded  in  a  timely  manner  to  increased  resource  demand 
there  are  certain  limitations  that  are  difficult  to  over¬ 
come  in  the  short  run: 


°  Drilling  rigs  ordered  in  1974  cannot  be  delivered 
until  the  first  quarter  of  1977. 

°  Steel  products  are  currently  in  limited  supply. 

°  Oil  country  tubular  goods  (OCTG)  are  in  tight 
supply,  reducing  potential  drilling  in  1974 
from  171  to  160  million  feet. 

°  Manufacturers  of  walking  draglines  are  fully  com¬ 
mitted  for  deliveries  through  1979. 


Drilling  Rigs 

i 

Drilling  rigs  are  used  on-shore  and  off-shore  for  drill¬ 
ing  exploratory  wells.  Manufacturing  capacity  for  oil  and 
gas  drilling  rigs  has  been  estimated  at  200  units  for  1974. 

In  the  near  term,  under  ideal  circumstances  manufacturers 
could  expand  capacity  by  25  units  per  year;  thereafter,  a 
sustained  annual  growth  rate  of  15  percent  could  be  achieved. 
Table  9  summarizes  a  forecast  of  drilling  rig  availability. 
Despite  heavy  demand  and  high  backlog,  the  National  Petroleum 
Council  estimates  that  1974  drilling  rig  production  will  be 
limited  to  135  units,  or  roughly  68  percent  of  current  capac¬ 
ity.  Manufacturers  are  operating  below  capacity  because  of 
shortages  in  steel  products,  steel  castings  and  forgings, 
tubular  goods,  and  rig  equipment. 


Table  9 


FORECAST  OF  DRILLING  RIG  AVAILABILITY 

(Units ) 


Annual 

Availability 

Workable 

Maximum 

Production 

Capacity 

Exports 

Attrition 

1973  (Actual) 

1,633 

175 

70 

21 

1975 

1,773 

225 

93 

25 

1977 

2,214 

275 

110 

27 
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Under  the  availability  levels  shown  in  Table  9,  the  export 
market  for  land  rigs  will  continue  to  be  served  and  the 
share  of  domestic  output  sent  abroad  will  remain  at  the 
current  level  of  50  percent.  Even  with  a  continued  increase 
in  drilling  rig  production  in  foreign  countries,  a  decline 
in  the  percentage  of  domestically-produced  rigs  exported 
will  probably  not  occur  until  1980. 


Steel  Products 

Steel  is  the  basic  material  for  virtually  all  capital  equip¬ 
ment  and  construction  throughout  the  energy  sector.  Raw 
steelmaking  capacity,  product  rolling  capacity,  and  the  share 
of  these  capacities  absorbed  by  the  energy  sector  are  diffi¬ 
cult  to  measure.  The  primary  data  source  for  capacity  esti¬ 
mates  is  reported  raw  steel  production  and  product  shipments; 
however,  since  there  is  a  flexible  output  mix,  sizeable  fluc¬ 
tuations  of  data  must  be  carefully  adjusted  before  arriving 
at  an  estimate  of  capacity  and  growth. 

The  best  estimate  of  the  percentage  of  steel  that  could  be 
absorbed  by  the  energy  sector  without  severely  dislocating 
other  sectors  of  the  economy  ranges  between  7.2  and  11  per¬ 
cent;  1973  American  Iron  and  Steel  Institute  data  indicate 
that  for  that  year  the  energy  sector  accounted  for  9.4  per¬ 
cent  of  domestic  shipments. 

Recent  estimates  prepared  for  the  Project  Independence  Report 
indicate  that  domestic  steel-making  capacity  between  1974  and 
1977  could  increase  from  a  level  of  108.0  to  120.5  million 
tons  of  steel  mill  product  per  year.  These  estimates  assume 
continuing  availability  of  steel  imports,  amounting  to  approxi¬ 
mately  8  percent  of  total  domestic  consumption,  to  help  meet 
domestic  steel  demand. 

If  the  development  of  domestic  energy  supplies  is  accelerated, 
incremental  steel  requirements  by  the  energy  sector  would 
amount  to  more  than  90  percent  of  the  estimated  9.4  percent 
sectoral  share  of  steel  product  availability.  Under  these 
circumstances,  there  is  a  potential  constraint  on  energy  de¬ 
velopment,  particularly  since  steel  must  be  available  early 
in  the  expansion  period.  Any  delay  in  the  expansion  rate  of 
steel-making  capacity  would  severely  affect  the  entire  domestic 
energy  development  program. 

At  present,  the  availability  of  financial  capital  apoears  to  be 
the  most  serious  constraint  on  steel  capacity  expansion. 

Capital  expenditures  in  the  steeJ  industry  have  dropped 
steadily  from  a  1968  high  of  $2.3  billion  to  a  1972  level  of 
$1.2  billion;  they  recovered  slightly  to  $1.4  billion  in  1973 
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and  are  estimated  at  $2.0  billion  in  1974.  To  provide 
capital  for  necessary  capacity  expansion,  investment 
must  be  increased  to  an  estimated  average  level  of  $4.5 
to  $5.0  billion  a  year  in  the  near  future.  Return  on 
equity  has  fallen  from  8.9  percent  in  1966  to  5.7  percent 
in  1972,  and  throughout  the  last  15  years,  profits  of  the 
iron  and  steel  industry  as  a  percent  of  net  worth  have 
been  below  the  average  for  all  manufacturing  industries. 

The  recent  (1973-1974)  recovery  in  profits  and  the  in¬ 
dustry's  ability  to  attract  capital  must  be  placed  in 
the  context  of  these  trends. 

The  availability  of  raw  materials  such  as  iron  ore,  coal 
and  scrap  is  vital  to  steel  capacity  expansion;  increases 
in  steel  capacity  will  require  commensurate  expansion  of 
iron  ore  and  coal  mining  capacities.  Approximately  one- 
third  of  the  iron  ore  used  in  the  United  States  is  cur¬ 
rently  imported;  a  substantial  development  of  domestic 
iron  ore  resources  will  be  required  to  support  steel-making 
expansion.  Increased  requirements  for  metallurgical  coal 
will  impinge  upon  the  effort  to  expand  coal  output  for 
electrical  power  generation. 


Oil  Country  Tubular  Goods  (OCTG) 

"Oil  country  tubular  goods"  is  the  trade  term  for  products 
such  as  drilling  pipe,  casing,  and  tubing  used  in  exploration 
and  production  drilling.  The  current  shortage  of  OCTG  stems 
from  two  recent  events:  the  substantial  increase  in  domestic 
drilling  since  the  oil  embargo,  and  a  drop  in  United  States 
imports  of  OCTG  as  international  demand  deflected  supplies 
from  the  United  States  market.  The  response  of  OCTG  manu¬ 
facturers  and  supply  houses  was  to  change  their  inventory 
and  distribution  system  from  one  of  centralized  inventories, 
held  by  themselves,  to  a  decentralized  system  of  inventory 
held  by  users.  The  independent  oil  drillers  were  affected 
severely  by  those  actions  during  1974,  and  an  assistance  pro¬ 
gram  was  launched  to  insure  that  they  would  not  be  placed  at 
a  disadvantage  vis-a-vis  the  major  oil  producers  who  have 
greater  purchasing  power  and  more  firmly-established  supplier 
relationships . 

The  change  to  decentralized  inventories  has  had  the  effect  of 
raising  considerably  the  required  OCTG  inventories,  from  a 
1973  level  of  567  thousand  tons  to  an  estimated  1975  level  of 
one  million  tons.  The  resulting  in-the-field  shortage  of  ac¬ 
cumulation  decreases;  by  1976,  domestic  supply  should  be  in 
balance  with  demand,  provided  that  OCTG  manufacturers  have 
access  to  sufficient  quantities  of  steel,  and  steel  pipe  and 


43 


tubing.  Tight  supplies  of  these  items  would  have  an 
obvious  negative  impact  upon  OCTG  availability,  and 
upon  drilling  activities. 


Walking  Draglines 


The  walking  dragline  is  essential  to  large  scale  sur¬ 
face  coal  minina:  it  is  used  to  remove  overburden  in 
order  to  expose  a  seam  of  coal  for  extraction.  There 
are  currently  only  three  manufacturers  of  walking  drag¬ 
lines  ir  the  United  States,  and  none  abroad.  The  lead 
time  for  delivery  is  in  excess  of  five  years,  with  the 
industry  essentially  committed  through  1979.  The  cap¬ 
acity  estimates  shown  in  Table  10  probably  cannot  be 
exceeded  until  1979,  since  the  e  are  long  lead  times  for 
plant  construction;  moreover,  manufacturers  are  currently 
constrained  by  the  availability  of  capital  equipment  such 
as  large  gear-cutting  machines. 

Sucn  draglines  appear  to  be  in  short  supply,  diversion 
of  exports  would  add  significantly  to  the  domestic  avail¬ 
ability;  60  machines  are  forecast  to  be  exporced  between 
1975  and  1980.  However,  the  legal  and  political  ramifi¬ 
cations  of  diverting  exports  would  probably  be  severe: 
these  machines  are  timely  ordered  on  a  long  lead  time  basis, 
and  are  committed  overseas  for  primary  resource  development, 
frequently  within  the  scope  of  a  national  economic  develop¬ 
ment  effort.  Moreover,  at  current  prices  of  approximately 
$13  million  per  large  machine,  this  activity  is  a  signi¬ 
ficant  source  of  foreign  exchange  earnings. 


Table  10 

FORECAST  OF  DRAGLINE  AVAILABILITY 


Year 

Current 

Output 

Cumulative* 

Output 

Cumulative* 

Exports 

Energy  Sector 
Availability 
(Cumulative) * 

1973 

21 

N/A 

N/A 

N/A 

1977 

45 

90 

22 

63 

1980 

50 

240 

60 

168 

*  Cumulatively  from  January  1,  1975  through  beginning  of 
indicated  year. 
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Manpower 


Some  energy-related  construction  occupations  will  have  to 
expand  at  rapid  rates  to  accommodate  an  energy  strategy  of 
accelerated  domestic  supply.  The  most  serious  shortages 
may  occur  in  the  following  construction  trades:  plumbers/ 
pipefitters,  welders,  electricians,  boilermakers,  mill¬ 
wrights  and  carpenters,  and  technicians.  Energy  constru¬ 
ction  projects  would  require  dose  monitoring  in  the  plan¬ 
ning  state  to  determine  in  advance  the  size  and  geographic 
location  of  energy  construction  activity.  Occupations 
which  are  potentially  in  short  supply  are  shown  in  Table  11. 

In  general,  widespread  shortages  in  energy-related  occupa¬ 
tions  do  not  appear  likely  because  the  labor  force  has  con¬ 
siderable  capacity  to  adjust  to  changing  manpower  demands. 
Since  energy  sector  employment  is  small  relative  to  the  size 
of  the  total  labor  force,  market  incentives  should  be  suffi¬ 
cient  to  attract  workers  in  the  required  numbers  Qnd  skills. 

Regional  imbalances  in  labor  supply  are,  however,  expected. 
Labor  shortages  could  occur  in  specific  geographical  areas 
which  currently  employ  few  workers  in  the  energy  sector  but 
which  would  undergo  rapid  development  in  an  accelerated  sup¬ 
ply  strategy.  New  surface  mines  are  expected  to  be  opened 
on  the  Northern  Great  Planes,  for  example;  these  projects 
will  require  bulldozer  operators  and  miners  not  now  available 
locally  in  sufficent  numbers.  On  the  other  hand,  overempha¬ 
sizing  high  wages  to  attract  workers  can  actually  lead  to  a 
labor  surplus.  Early  advertisement  of  high  wages  in  Alaska 
attracted  more  workers  than  could  be  absorbed  by  the  Trans- 
Alaska  pipeline  development,  and  the  estimated  unemployment 
actually  rose  in  that  State  from  9.2  percent  in  1973  to  10.4 
percent  in  1973. 


Finance 


The  most  pressing  financial  problem  in  the  energy  sector  per¬ 
tains  to  public  utilities.  This  is  true  in  terms  of  its  im¬ 
mediacy,  its  size,  and  its  impact  on  future  energy  supply. 

If  the  immediate  earnings  problems  of  public  utilities  are 
not  solved,  further  delay  in  the  construction  of  new  plants 
will  occur.  The  current  inability  to  raise  substantial  amounts 
of  capital  and  the  uncertainty  of  demand  forecasts  are  causing 
utilities  to  delay  construction  of  long  lead  time,  high  capital, 
low  fuel  costs  base-load  plants  using  coal  of  nuclear  power. 
Projected  sources  and  uses  of  funds  for  the  utilities  are  shown 
in  Table  12. 
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CRITICAL  OCCUPATIONS  IN  ENERGY -RELATED  CONSTRUCTION 
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PROJECTED  PUBLIC  UTILITY  USES  AND  SOURCES  OP  FUNDS 
(In  Billions  of  1973  Dollars) 
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Public  utility  needs  for  funds  are  likely  to  increase  by 
nearly  30  percent  in  1974,  compared  with  8  percent  in 
1973  and  12  percent  and  14  percent  in  the  preceding  two 
years.  Plant  and  equipment  outlays  are  lising  a  little 
faster  than  in  1973.  Short-term  assets  are  growing  at  a 
tremendous  pace;  the  rapid  rise  in  fuel  prices  since  late 
1973  has  greatly  increased  the  cost  of  carrying  inventories, 
and  the  accompanying  rise  in  customer  billings  has  meant  a 
marked  expansion  in  accounts  receivable.  As  a  result,  the 
book  value  of  elecrric  utility  current  assets  increased  by 
more  than  $2  billion  in  the  first  half  of  1974  compared  to 
an  average  first-half  increase  of  less  than  $300  million 
for  the  1969  to  1972  period.  The  FEA  estimate  for  current 
asset  expansion  in  all  of  1974  is  more  than  three  times  the 
average  annual  increase  of  recent  years. 

At  the  same  time,  public  utility  profits  (on  a  national 
income  accounting  basis)  have  not  benefited  from  rate 
increases.  Neither  the  increase  in  utility  rates  nor  the 
fuel  cost  adjustment  have  been  able  to  generate  the  earnings 
necessary  to  provide  satisfactory  coverage  of  sharply  higher 
interest  costs,  or  to  permit  the  level  of  dividends  expected 
by  investors.  With  earnings  and  dividends  declining  in  real 
terms  and  most  utility  stocks  selling  below  their  book  value, 
new  issues  have  been  difficult  to  place.  New  stock  issues 
of  public  utilities  this  year  seem  likely  to  be  the  smallest 
in  dollar  volume  since  1970. 

Electric  utility  projections  are  based  on  the  assumption 
that  regulatory  commissions  will  grant  immediate  continuing 
increases  in  rates  to  allow  an  adequate  rate  of  return  to 
attract  the  capital  needed  to  finance  required  expansion. 

Such  price  increases  will  have  a  two-fold  effect.  First, 
increased  prices  will  slow  the  rate  of  growth  to  the  industry. 
Second,  the  rate  increases  will  permit  the  issuance  of  equi¬ 
ties  needed  to  finance  required  expansion.  Because  of  high 
dividend  payout  rates,  internal  funds  are  not  sufficient  for 
the  sector's  growth.  Increases  in  rates  indirectly  impact 
total  funds  by  making  new  issues  more  desirable. 

Finally,  although  price  increases  are  essential,  they  can  also 
lead  to  additional  risk  for  this  sector  because  of  the  uncer¬ 
tainty  surrounding  the  price  elasticity  of  demand  for  electri¬ 
city.  Many  econometric  studies  of  electricity  demand  estimate 
a  price  elasticity  of  about  1.0.  If  the  consumption  of  elec¬ 
tricity  is  as  responsive  to  price  as  those  studies  imply, 
increases  in  electric  rates  that  have  occurred  during  recent 
years  (and  which  are  expected  in  the  future)  will  dampen  future 
demand  growth  more  than  FEA's  0.42  elasticity  estimate. 


48 


mm 


Even  if  the  immediate  financing  problem  were  to  be  re¬ 
solved,  a  large  infusion  of  equity  capital  will  be 
needed  before  1980.  FEA  estimates  a  10-year  growth  in 
electric  power  output  of  6.4  percent  per  year,  and  ah 
increase  in  electric  utility  revenues  of  7.9  percent 
per  year,  based  upon  a  higher  price  of  electricity. 

Total  uses  of  funds  by  public  utilities  during  the  1975 
to  1985  period  are  expected  to  increase  by  38  percent  to 
a  peak  in  1980  and  then  decline  through  1984.  This  non- 
uniform  pattern  reflects  th&  interaction  of  the  projections 
for  nuclear  plants  and  for  fossil  fuel  generating,  dis¬ 
tribution,  and  transmission  facilities. 

Internal  funds,  on  the  other  hand,  are  expected  to  remain 
constant  for  the  first  five  years  and  only  rise  by  3  per¬ 
cent  a  year  in  1981.  This  sluggishness  in  the  growth  of 
internal  funds  means  that  huge  amounts  of  new  stock  will 
have  to  be  sold  if  debt/equity  ratios  are  not  to  be  in¬ 
creased  substantially. 

Requirements  for  external  equity  funds  are  projected  to 
$8  to  $9  billion  for  six  successive  years  and  are  quite 
large  throughout  most  of  the  period. 

The  volume  of  equity  issues  by  all  non-f inancial  corpora¬ 
tions  in  each  forecast  year  when  converted  to  1973  dollars 
is  about  equal  to  the  amount  projected  for  public  utilities 
alone . 

The  current  crisis  facing  electric  utilities  is  the  diffi¬ 
culty  these  companies  are  now  experiencing  in  raising 
sufficient  capital  to  finance  planned  capacity  expansion. 


Conclusion 


In  summation,  the  energy  situation  in  the  mid-term  can 
vary  greatly  depending  on  the  actions  of  the  United  States 
Congress  and  State  and  local  government  in  opposition  to 
or  in  concert  with  the  President's  energy  plan. 

If  unreasonable  environmental  restraints  are  placed  upon 
coal  mining,  on  the  exploration  of  our  outer  continental 
shelf,  and  on  refinery  and  electric  utility  siting,  then 
we  must  not  be  surprised  to  see  our  vital  domestic  supply 
of  energy  shrink  at  a  time  when  economic  growth  demands 
that  it  increase. 


If,  on  the  other  hand,  reasonable  prices  are  assumed  to 
oil  producers,  natural  gas  producers,  and  our  electric 
utilities;  if  rate  structures  of  state  utility  commissions 
are  reformed;  if  utility  siting  and  licensing  procedures 
can  be  vastly  streamlined;  if  utilities  and  other  major 
fuel  users  can  switch  to  coal,  then  this  nation  can  rest 
assured  that  in  the  mid-te~m,  it  can  escape  vulnerability 
to  foreign  interruption  of  its  vital  energy  supplies. 

The  President  has  shown  that  consumption  in  1985  will  reach 
23.9  MMBD ,  with  domestic  cupplies  falling  12.7  MMBD  short 
of  this  figure.  Actions  recommended  by  the  Administration 
could  increase  domestic  production  by  4.2  MMBD.  The 
Administration  program  would  reduce  consumption  by  3.8  MMBD, 
leaving  only  4.7  MMBD  in  imports.  If  this  supply  were  to  be 
suddenly  curtailed  as  in  1973,  it  could  easily  be  met  by  the 
President's  initiatives  for  energy  storage  and  standby 
authorities  . 

Obviously,  this  nation's  mid-term  supply  of  coal,  petroleum 
and  related  products,  natural  gas,  and  electricity,  con¬ 
ventional  and  nuclear,  is  not  fixed.  This  supply,  ten  years 
from  now,  depends  on  the  actions  which  we  take  today. 

For  the  longer  term,  our  goal  is  to  sustain  a  position  of 
energy  independence,  and  to  enhance  it  so  that  the  United 
States  will  again  be  capable  of  supplying  a  significant 
share  of  the  Free  World's  energy  needs. 

This  means  that,  as  a  Nation,  we  must  reaffirm  our  commitment 
to  a  strong  energy  research  and  development  program,  aimed 
not  only  at  developing  the  capability  to  tap  all  our  major 
domestic  energy  resources,  but  also  at  improving  the  effi¬ 
ciency  of  energy  utilization  in  all  sectors  of  our  economy. 


Last  year,  the  United  States  committed  itself  to  a  five- 
year,  $10  billion  energy  research  and  development  effort. 

Our  1975  Energy  R&D  Budget  was  twice  that  of  1974  and 
three  times  that  of  1973.  In  1976,  this  accelerated  effort 
must  continue,  and  the  President  has  pledged  to  seek  what¬ 
ever  funds  are  needed  for  future  R&D  activities. 

Now  that  we  have  an  Energy  Research  and  Development  Adminis¬ 
tration,  a  Federal  Energy  Administration,  and  an  Energy 
Resources  Council,  we  have,  for  the  first  time,  both  the 
unified  Federal  organization  and  the  financial  commitment 
to  get  the  job  done. 
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But  energy  R&D  funds  and  organization  are  not  enough;  we 
also  need  new  incentives  to  assure  that  emerging  techno¬ 
logies  are  not  only  developed  in  the  laboratory,  but  brought 
into  use  in  the  marketplace.  Therefore,  the  President  has 
announced  a  National  Synthetic  Fuels  Program  which  will 
assure  the  equivalent  of  at  least  one  million  barrels  per 
day  in  synthetic  fuels  capacity  by  1985.  It  will  entail  a 
program  of  Federal  incentives  designed  to  reduce  price  un¬ 
certainty,  raise  capital,  and  overcome  unnecessary  delays 
in  bringing  existing  or  nearly  developed  technologies  into 
commercial  use.  The  program  will  result  in  the  commercial 
application  of  technologies  of  several  types  and  in  the 
construction  of  major  new  plants,  using  both  shale  and  coal 
resources . 
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CHAPTER  3 

SUMMARY  OF  ALL  RECEIPIENTS  OF  FEA  FUNDS 


LISTING  OF  CONTRACTS  AWARDED  BY  THE  DEPARTMENT  OF  INTERIOR 
FOR  THE  FEDERAL  ENERGY  OFFICE 
AND  CONTRACTS  AWARDED  BY 
THE  FEDERAL  ENERGY  ADMINISTRATION 


PHASE  I 


PHASE  II 


PHASE  III 


This  phase  listing  includes  all  contracts 
awarded  by  the  Department  of  the  Interior 
for  and  in  behalf  of  the  Federal  Energy 
Office  during  the  period  1  November  1973 
through  June  26,  1974,  prior  to  the 
establishment  of  the  Federal  Energy 
Administration . 

This  phase  listing  includes  all  contracts 
awarded  by  the  Federal  Energy  Administration 
from  the  date  of  its  establishment  (June  27, 
1974)  through  the  date  that  the  FEA  Project 
Review  Board  was  established  (November  1, 

1974)  for  the  purpose  of  the  review  and 
approval  of  all  proposed  contractual  actions 
above  $10,000  in  value. 

This  phase  includes  all  contracts  awarded  by 
the  Federal  Energy  Administration  subsequent 
to  the  establishment  of  the  FEA  Project  Review 
Board  (November  1,  1974)  to  the  present. 
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CHAPTER  4 


SUMMARY  OF  INFORMATION  GATHERING 
ACTIVITIES  OF  THE  FEDERAL  ENERGY  ADMINISTRATION 


[In  compliance  with  Public 

Law  93-275,  Section  15(c)(5)] 

Project 

Description 

I.  Office  of 

Communications 
and  Public  Affairs 

Newsclips 

Energy  news  items  are  compiled  from 
morning  issues  of  major  newspapers, 
afternoon  news  wires,  and  weekly 
news  magazines. 

"Weekly  Regional 
Digest" 

This  is  a  weekly  comilati~>n  of 
newspaper  clippings  from  the  FEA 
regional  offices  on  local  and 
regional  news. 

"New  England  Ledger" 
and  Other  Regional 
Newsletters 

Monthly  energy  newsletters  on 
regional  matters  are  published  by 
the  Public  Affairs  Divisions  of 

FEA  regional  offices  in  Boston, 

Atlanta,  and  Chicago. 

"Energy  Reporter" 

This  is  a  monthly  energy  newsletter 
distributed  nationally  *-o  various 
media  and  civic  and  commercial 
organizations  sponsoring  energy- 
related  programs. 

Speakers'  Kits 

These  include  comprehensive  explana¬ 
tions  of  energy  problems  and  solutions 
in  simple  language,  including  model 
speeches,  fact  sheets,  and  visuals 
for  use  by  community  and  organiza¬ 
tion  leaders  and  public  speakers. 

Teachers'  Guides 

These  are  classroom  teaching  kits  for 
use  by  teachers.  Include  background 
on  general  and  specific  energy  topics, 
reproducibles  for  student  handouts, 
transparencies,  student  activities 
and  references. 

Media 

Spokespeople  for  FEA  to  the  news  media 
achieve  information  goals  through  press 
releases,  fact  sheets,  interviews, 
special  briefings,  news  conferences, 
Black  News  Notebook,  Weekly  Column, 
Spotmaster,  and  Spanish  Language 
Program. 

Office  of 
Communic itions 
and  Public  Affairs 
Cont 1 d . 


Factbooks 


Briefing  Books  and 
Q' s  and  A' s 


Publications 


Charts,  Viewgraphs, 
and  Other  Visual 
Aids 


Photo-  Journalism 
Presentations  and 
Support 


Motion  Pictures, 
Slide  Presentations, 
and  Filmstrips 


Compendiums  of  energy  statistics, 
definitions  and  current  issues  are 
compiled  for  the  FEA  staff,  especiall' 
for  those  dealing  with  the  public. 

These  are  overviews  of  issues  and 
events  specifically  related  to  public 
appearances  oy  the  Administrator. 

These  include  technical  publications 
on  the  historic,  current,  and  poten¬ 
tial  energy  situations,  including 
resources,  costs,  distribution,  and 
conservation;  published  to  inform 
the  decision  makers  of  national 
energy  policy  and  programs  in 
government,  industry,  and  consumer 
organizations.  Nontechnical  publica¬ 
tions,  including  brief  pamphlets  and 
fact  sheets,  are  on  all  phases  of 
the  energy  situation  to  inform  and 
enlist  the  support  of  the  total 
public  audience  (government,  industry, 
labor,  the  home,  and  at  school). 

These  are  prepared  for  presentation 
to  general  audiences  and  the  news 
media  by  the  Administrator  and 
other  FEA  spokesmen.  Also  prepared 
for  technical  and  nontechnical 
publications  intended  f^r  specific 
and  general  public  readers,  e.q., 
the  pictorial  "Energy  Ant"  is 
designed  for  ages  6  to  10. 

This  is  photographic  presentation  of 
the  energy  message,  prepared  for 
internal  and  public  audiences,  in¬ 
cluding  the  news  media.  Includes 
distribution  of  fully  prepared 
picture  stories,  and  maintenance 
of  slide-  and  still-photo  files. 

These  are  prepared  for  special  and 
general  audiences,  including  the 
basic  FEA  educational  film,  "When 
the  Circuit  Breaks." 
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I. 


III. 


III. 


Office  of 
Communications 
and  Public  Affairs 
Cont ' d. 


Exhibits  and 
Displays 


Radio  and  TV 
Public  Service 
Announcements 

Radio-TV  Newsline 
Features 


These  are  prepared  for  governmental 
and  public  conferences  and  conven¬ 
tions  . 

These  projects  are  produced  in 
support  of  FEA  and  Presidential 
programs . 

These  are  produced  for  daily  broad¬ 
casting.  In  addition,  specially 
recorded  energy  statements  are 
provided  to  broadcast  news  media. 


Office  of  Inter¬ 
governmental  , 
Regional,  and 
Special  Programs 

Report  on  Expendi¬ 
tures  for  Ongoing 
State  Energy 
Programs 


Under  a  cooperative  agreement  with 
FEA,  the  states  receive  Federal 
reimbursement  for  their  energy 
program  expenditures.  The  agreement 
requires  quarterly  reports  that 
detail  the  expenditures  and  the 
results. 


Office  of 

Regulatory 

Programs 

Surplus  Product 
Report 


Crude  Oil 
Allocation 


Mandatory  Oil 
Import  Program 


This  is  a  report  of  surplus  volumes 
of  suppliers  under  the  Emergency 
Petroleum  Allocation  Act  to  the  fuel 
manager:  monthly  where  applicable. 

This  is  a  quarterly  report  of  crude 
availability  and  runs  to  stills  of 
refiners  for  allocation  via  the 
buy-sell  list  under  EPAA.  This 
also  includes  a  transaction  report 
of  such  sales. 

This  is  a  monthly  reporting  of  import 
activity  and  annual  reporting  of 
data  for  import  license  allocation 
and  issuance. 
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IV. 
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Office  of  Energy 
Conservation  and 
Environment 

Railway  and  Street 
Lighting  Electrical 
Usage 


Consumer  Behavior  and 
Attitudes  Regarding 
Energy 


Federal  Energy 
Management  Program 


Analysis  of  Car¬ 
pooling  Attitudes 


Voluntary  Industry, 
Wide  Energy  Reporting 
System 


Voluntary  Company 
Energy  Reporting 
System 


Electrical  usage  data  for  railway 
and  street  lighting  is  collected 
monthly  from  the  Edison  Electric 
Institute  for  inclusion  in  the 
energy  consumption  section  of  the 
"Monthly  Energy  Review. " 

Interviews  are  carried  out  on  a 
continuing  basis  to  study  the 
effects  on  consumer  behavior  and 
attitudes  of  energy  availability 
and  energy  costs. 

The  Federal  Energy  Management  Program 
is  aimed  at  reducing  the  use  of 
energy  in  the  Federal  Government, 
as  directed  by  Presidential  Order. 

The  program  is  administered  by  FEA 
which  collects  data  every  quarter 
on  the  amount  of  energy  used  by 
some  25  departments  and  agencies. 

Information  will  be  collected  about 
attitudes  toward  carpooling  from 
individual  commuters.  Respondents 
will  be  asked  a  series  of  trade¬ 
off  questions  which  will  assist  FEA 
in  designing  strategies  to  induce 
a  shift  to  greater  usage  of  carpools. 

Trade  associations  will  begin  re¬ 
porting  this  spring,  on  a  voluntary 
basis,  energy-use  information 
covering  6  energy  intensive  in¬ 
dustries.  The  data  will  enable  FEA 
together  with  the  Commerce  Department 
to  track  industry  progress  in  con¬ 
serving  energy. 

A  system  is  under  development  by 
FEA  to  monitor  periodically  the 
use  of  energy  by  selected  companies 
in  the  industrial  sector.  The 
information  obtained  will  allow 
FEA  to  monitor  company  progress 
towards  meeting  their  energy  con¬ 
servation  goals. 
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IV.  Office  of  Energy 
Conservation  and 
Environment  Cont'd. 

Evaluation  of  Impact 
of  1975  Gasoline 
Mileage  Labels  and 
Guides  for  New  Car 
Buyers 


Current  State  and 
Local  Winterization 
Efforts 


Conservation  Awards 
Under  Lighting  and 
Thermal  Operations 
Program 


Disaggregated  Energy 
Conservation  Data 
Base 


Survey  data  will  be  collected  from  a 
sample  of  new  car  buyers  to  determine 
the  impact  of  the  mileage  labels 
that  are  being  attached  to  1975 
model-year  cars  as  well  as  the 
mileage  guides  that  have  been 
distributed  showing  the  average 
miles  per  gallon  of  all  new  cars. 

A  survey  is  being  conducted  from  a 
sample  of  community  action  agencies 
to  find  out  what  efforts  have  been 
made  to  winterize  homes  within  their 
jurisdiction.  The  results  obtained 
from  this  survey  will  provide  a 
guide  for  program  design  of  the 
Federal  winterization  program  that 
has  been  proposed  by  the  President. 

An  awards  system  is  being  designed 
to  encourage  and  recognize  out¬ 
standing  levels  of  energy  savings 
achieved  through  the  FEA  Lighting 
and  Thermal  Operations  Program. 

This  program  is  aimed  at  reducing 
the  use  of  lighting  and  lowering 
thermostats  in  commercial,  public, 
and  residential  buildings. 

A  data  base  will  be  developed  of 
energy  consumption  disaggregated 
by  fuel  type,  economic  sector, 
functional  end-use,  and  geographical 
location  covering  3  previous  years. 
The  data  will  be  used  for  identi¬ 
fication  of  how  and  where  energy  is 
consumed.  Data  will  be  pulled 
together  from  various  statistical 
sources . 


Homeowner  Energy 
Conservation 


A  pilot  survey  of  2,000  single 
family  homeowners  in  2  cities  was 
conducted  to  collect  information 
about  the  thermal  characteristics  of 
their  homes.  In  return,  respondents 
received  a  computer  analysis  of  what 
it  would  cost  them  to  insulate  their 
home  as  well  as  the  payback  period  or 
amount  of  time  it  would  take  to  recoup 
their  costs  in  terms  of  energy  savings. 
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IV. 


V. 


Office  of  Energy 
Conservation  and 
Environment  Cont'd. 


Winterization  Pilot 
Program 


Energy  Conservation 
Technical  Assistance 
Compendium  for 
Industry 


Office  of  Energy 

Resource 

Development 

Power  Plant 

Productivity 

Study 


National  Strategic 
Storage  Programs 


National  Energy 
Siting  Plan 


Synthetic  Fuel 

Commercialization 

Program 


FEA  is  providing  funds  to  Maine  to 
collect  information  about  the 
state's  winterization  program  (in¬ 
sulating  homes  of  low  income  persons) 
The  data  gathered  will  assist  in  the 
program  design  of  the  President's 
proposed  national  winterization 
program. 

To  help  satisfy  industry  inquiries 
about  ways  to  conserve  energy, 
information  has  been  gathered 
listing  organizations  (Federal  and 
state  agencies,  universities, 
business  firms,  and  trade  associa¬ 
tions)  that  offer  technical  assistanc 
on  how  to  conserve  energy  in  in¬ 
dustrial  facilities. 


This  is  a  study  of  increasing  pro¬ 
ductivity  of  power  plants.  Uniform 
reliability  standards  to  be  de¬ 
veloped  through  data  gathered  by 
direct  contact  and  regional  meetings. 

Ongoing  program  is  for  developing 
civilian  and  military  petroleum 
storage  facilities.  Questionnaires 
being  used  in  organized  data  collec¬ 
tion  effort. 

Study  on  sites  is  for  needed  energy 
facilities.  Data  gathered  through 
interagency  collection  from  the 
Office  of  Management  and  budget, 
the  Bureau  of  Mines,  the  Federal 
Power  Commission,  and  the  Department 
of  the  Interior. 

Program  is  to  achieve  1  million 
barrels  of  petroleum  per  day  by  1985 
from  sources  such  as  shale.  Es¬ 
tablished  interagency  task  force 
gathering  data. 
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V. 


Office  of  Energy 

Resource 

Development  Cont*d. 


Program  to  Accelerate 
Construction  of 

Power  Plants 

This  concerns  financial  data  on 
utilities  gathered  from  financial 
and  annual  statements. 

Program  to  Maximize 
Coal  Usage  by 

Utilities 

Survey  forms  and  questionnaires  were 
mailed  to  utilities  to  determine 
candidates  for  conversion  to  coal 
usage . 

250  New  Coal 

Mines  Program 

Goal  is  making  fullest  use  of  coal 
within  environmentally  acceptable 
limits.  Bulk  of  information  to  be 
gathered  via  Coal  Industry  Advisory 
Committee . 

VI.  Office  of 

International 

Energy  Affairs 

U.S.  Coal  Market 

Study 

Analysis  of  the  possible  logistical 
constraints  on  the  transportation  of 
coal.  Information  sources:  FEA ' s 
Office  of  Coal  and  the  U.S.  Railroad 
Association,  where  representatives 
were  interviewed  on  problems  facing 
the  railroad  industry  in  the  trans¬ 
portation  of  coal. 

Near-Term  Emergency 
Stockpiling 

Study  of  FEA  contingency  plans  vis- 
a-vis  International  Energy  Program 
for  a  short-term  or  medium-term 
embargo.  External  information: 
briefing  by  the  Central  Intelligence 
Agency  on  floating  storage  and  its 
possible  utilization  during  an 
embargo. 

Foreign  Ownership, 
Control  and  In¬ 
fluence  on  Domestic 
Energy  Sources  and 
Supplies:  Report 

to  Congress, 

December  1974 

This  is  a  report  on  the  influence  and 
control  of  foreign  ownership  on 
domestic  energy  sources  and  supplies. 
The  Bureau  of  the  Census  was  the 
primary  external  information  source, 
providing  data  on  a  contract  basis 
on  the  foreign  control  of  production. 
Information  was  also  obtained  from 
the  Departments  of  Treasury,  Interior, 
and  Justice,  the  Securities  and 
Exchange  Commission,  and  the  Council 
on  International  Economic  Policy. 
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VI .  Office  of 

International 
Energy  Affairs 
Pont 1 d . 

Organization  for 
Economic  Coopera¬ 
tion  and  Development/ 
International  Energy 
Agency  Demand 
Restraint 
Questionnaires 

International 
Allocation  of  Crude 
Oil  and  Refined 
Products  by  13 
Largest  U.S.  Oil 
Companies  , 

July  1972, 

July  1974 

Creation  of  the 
International 
Energy  Agency 


FEA's  International 
Petroleum  Options 
Report 


The  Relationship  of 
Oil  Companies  and 
Foreign  Governments 


This  is  a  report  on  the  design, 
status,  and  impact  of  the  U.S. 
program  for  restraining  oil  con¬ 
sumption  during  an  emergency. 


Analysis  of  allocation  of  inter¬ 
national  crude  and  product  supplies 
to  major  consuming  regions  is  to 
determine  behavior  of  U.S.  companies 
during  the  Arab  oil  embargo. 


This  is  to  provide  data  necessary 
to  support  the  activities  of  the 
International  Energy  Agency  pur¬ 
suant  to  the  International  Energy 
Program,  e.g.,  on  crude  oil 
production,  imports,  consumption, 
on  possible  emergency  consumption 
restraint  programs,  and  on  the 
activities  of  U.S.  oil  companies, 
such  as  sales  volumes,  crude  oil 
transfer  prices,  etc.  Other 
similar  information  gathering  and 
analytic  activities  of  this  office 
have  teen  related  to  the  development 
of  U.S.  bargaining  and  negotiating 
positions  on  energy-related  issues 
arising  in  the  OECD  and  the  IEA. 

Analysis  of  current  options  of  the 
U.S.  Government  in  its  relationship 
to  oil  companies,  including  sampling 
of  industry  attitudes  on  major  energy 
issues. 

These  are  descriptions  of  government/ 
industry  relationships  in  26 
selected  countries. 


99 


VII. 


\ 


Office  of  Policy 

and  Analysis 

National  Energy 

Information 

Center 


Market  Shares 
Analysis 


This  serves  as  an  energy  information 
clearinghouse  for  Federal  and 
state  governments,  and  public  and 
private  sectors.  Collects  and 
analyzes  energy  facts,  sources, 
and  publications  in  response  to 
questions;  diss imi nates  energy 
information  and  refers  questions 
to  recognized  information  sources. 

This  report  changes  in  aggregate 
shares  of  brarded  independent, 
nonbranded  independent,  and  other 
marketers  of  refined  petroleum 
products  for  ongoing  trend  analysis. 
(Forms  used:  P303-S-0,  P304-M-0, 
P306-M-0 ,  P308-S-0,  FEA  F-70.) 


Data  collection  efforts: 


Refiner/Importer  Survey  of  Motor 
Gasoline  Sales  --  results 
summarized  in  August  38,  1974 
report,  "Petroleum  Market  Shares. 

Monthly  Survey  of  Gasoline 
Service  Stations  --  conducted  by 
Bureau  of  Census  acting  as  the 
collection  agency  for  FEA.  Two 
reports  transmitted  to  Congress 
in  March  1975. 

Historical  Survey  of  Refiners 
and  Importers  —  questionnaire 
(FEA  Form  P305-S-0)  mailed. 
Results  available  April  1975. 

Historical  Survey  on  Nonbranded 
Independent  Marketers  — 
questionnaire  mailed  to  non¬ 
branded  independent  marketers  of 
gasoline.  Results  available  in 
April  1975. 
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VII.  Office  of  Policy 

and  Analysis 

Cont 1 d. 

Federal  Energy 
Information 

Locator  System 

This  is  an  index  of  energy  informa¬ 
tion  in  Federal  Government. 

Includes:  personnel,  contacts, 

data  forms,  publications,  and  progi 
objectives  by  data  files/bases. 

Information  available  through 

National  Energy  Information  Center. 

Exports  Monitoring 

A  system  that  collects,  matches,  ar 
reports  data  on  exports  and  im¬ 
ports  of  petroleum,  nuclear,  petro¬ 
chemical,  and  coal  products.  Data 
derived  from  Cansus  import/export 
tapes,  and  licenses  from  the 

Department  of  Commerce. 

Crude  Oil  Cost 
Equalization 

This  calculates  entitlements  for  tl 
purpose  of  equalizing  costs  to 
refiners  and  importers  based  on 
monthly  data  forms.  (FEA  data 

collection  forms  P102-M-0,  P103- 
M-0 ,  P104-M-0) 

Crude  Oil 

Allocation 

This  provides  buy/sell  information 
crude  oil.  (FEA  data  collection 
form  P101-Q-0) 

Pefinery  Cost 
Passthrough 

This  is  a  method  that  collects  and 
evaluates  data  concerning  cost 
passthrough  information  of  refiner 
cost  of  crude  oil,  i.e.,  the  amount 
that  refiners  may  increase  their 
product  prices.  (FEA  data  collect! 
form  96) 

Transfer  Pricing 

This  stores  and  retrieves  data  on 
imported  crude  oil  volume  and 
pricing  by  oil  type  and  identifies 
typical  transfer  prices.  (FEA 

data  collection  form  F701-M-0) 

Electric  Utility 
Residual  Fuel 
Allocation 

This  processes  residual  fuel  data 
from  FPC  Forms  23  and  23A  and  com¬ 
putes  residual  fuel  oil  allocations 
for  electric  power  utilities. 

(FPC  data  collection  forms  23  and 

23A) 
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Office  of  Policy 

and  Analysis 

Cont 1 d . 

Propane/Butane 


Subpart  L 

(Allocation 

System) 


Crude  Oil  Pricing 
and  Production 


Heating  Oil 


Jet  Airline  Fuels 


Petroleum  Import 
Reporting 


Monthly  Petroleum 
Reporting 


Earnings  Analysis 


This  is  a  report  of  inventory 
changes  and  differences  between  pro¬ 
pane/butane  requirements  and  available 
supplies  by  state.  (FEA  data  collec¬ 
tion  forms  FEA-100A,  FEA-103B, 
FEA-101A) 

These  are  summaries  of  fuel 
availability  for  distribution  by 
state,  by  company,  and  by  nation  and 
summaries  of  crude  oil  refineries, 
operations  and  imports.  Tables  2, 

10,  and  11  produced  regularly  in 
the  summaries.  vFEA  data  collection 
form  1000) 

This  collects  data  on  petroleum  and 
crude  oil  production  and  pricing 
for  monitoring  of  compliance  with 
regulations.  (FEA  data  collection 
form  90) 

This  collects  data  on  No.  2  heating 
oil  for  policy  decisions  and  for 
monitoring  of  regulation  compliance. 
(FEA  collects  data  using  CLC  fcrms 
92  and  92A. ) 

This  concerns  nonbonded  jet  fuel, 

1973  base  consumption  by  month  for 
each  major  interstate  airline. 

(Data  collection  form  CAB  T-90, 

"Fuel  Consumption  and  Inventory") 

This  identifies  crude  oil  and 
petroleum  product  imports  by 
country  of  origin.  FEA  processes 
U.S.  Customs  Service  data. 

This  records  stocks  and  inputs/ 
outputs  for  refineries,  crude  and 
petroleum  products  at  primary 
terminals,  pipeline  companies  and 
importers.  (FEA  data  collection 
forms  FEO- 1002-CP ,  1003-RF,  FEO- 
1004-PP ,  I FO-100  5-IM,  FEO- 1 0  06-BT , 
FEA-1007-SR) 

This  is  an  analysis  of  petroleum 
industry  and  national  earnings  ratios 
and  distribution  of  earnings  factors. 
FEA  processes  Department  of  Cormcrce 
data . 


102 


' 


>.>ip y ipr -  -  »  r7j-  —  - 

•  «e ,  -  *■-■•  -■•*:,<*  "v*"r 

VII.  Office  of  Policy 

and  Analysis 

Cont 1 d . 

; 

Electric  Utility 

12  Month  Program 

This  is  a  calculation  and  graphic 
illustration  oi  electricity  genera¬ 
tion  and  projections  of  fuel  use. 
(FPC  data  collection  forms  23  and 
23A) 

Monthly  Reporting  on 
Nuclear  Power 
Production  and 

Nuclear  Fuel  Cycle 

Data  are  gathered  on  uranium  ore 
mining  and  processing;  conversion  o 
refined  uranium  ore  uranium 

hexaflonae;  uranium  enrichment; 
fuel  and  fabrication;  electricity 
generation;  and  spent  fuel  repro¬ 
cessing.  Variables  monitored  are 
quantities  produced,  inventories, 
shipments,  value  added,  and  elec¬ 
tricity  production.  Data  are 
obtained  from  the  Nuclear  Regulatory 
Commission,  Nuclear  Assurance 
Corporation,  and  trade  journals. 

Quarterly  Production 
of  Solar  Collectors 

This  is  a  telephone  survey  of  solar 
collector  manufacturers  to  determine 
the  number  of  square  feet  produced 
in  calendar  year  1974  .  This  support 
a  calculation  of  the  possible  fossil 
fuel  energy  savings. 

Quarterly  Production 
of  Insulation 

This  is  a  telephone  survey  of  in¬ 
sulation  manufacturers  to  determine 
the  amount  of  insulation  produced  ir 
1974.  Part  of  a  program  to  monitor 
progress  ;n  the  retrofitting  of 
homes  with  insulation. 

Monthly  Asphalt 

Report 

This  reports  production  and  stocks 
of  asphalt  (monthly  from  April 
through  November)  at  refineries  and 
bulk  terminals.  (Data  collected 

from  BOM  forms  6-130fi-M  and  6-1302-f 

Steam  Utility 

Fuel  Cost 

This  is  a  collection  of  costs  of 
fossil  fuel  used.  (Data  collected 

from  FPC . ) 

Purchase  and  Sales 
of  Natural  Gas  by 
Major  Pipelines 

These  are  reports  on  pricing  of 
natural  gas.  (Data  collected  from 

FPC.  ) 
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VII.  Office  of  Policy 

and  Analysis 

Cont ’ d . 

Oil  and  Natural 

Gas  Reserves  and 
Resources 

’ 

On  a  one-time  requirement,  FEA  is 
to  collect  reserves  data  from 
approximately  15,000  active  oil  and 
gas  operators  zo  produce  a  report 
for  Congress  and  the  President. 

(FEA  data  collection  is  on  form 
P-301-S-0.)  A  statistical  estimate 
of  oil  and  gas  resources  will  be 
made  by  Policy  and  Analysis,  and 
Energy  Resource  Development  will 
provide  a  geologic  estimate  of  these 
resources . 

Gasoline  Prices 

This  reports  retail  gasoline  prices 
and  margins  for  about  22,000  stations 
in  31  cities.  (Lundberg  Survey) 

Diesel  Fuel  Data 

Diesel  fuel  prices  are  collected 
from  those  gasoline  stations  in¬ 
cluded  in  the  Lundberg  Survey  plus 

80  truck  stops. 

Refined  Product 
Prices 

National  average  prices  of  11  re¬ 
fined  products  are  reported  by  all 
refiners  and  those  resellers  with 
annual  sales  greater  than  $50 
million.  (Form  CLC-90) 

Coal  Reserves 

Survey 

Data  have  been  collected  from  Bureau 
of  Mines,  U.S.  Geological  Survey, 
and  other  sources.  A  preliminary 
report  is  planned  this  month.  Plans 
also  include  sending  a  questionnaire 
to  a  substantial  number  of  coal 
companies  as  well  as  other  known 
holders  of  coal  reserves. 

Coal  Production 
Reporting  System 

Data  have  been  gathered  from  Bureau 
of  Mines'  annual  form  1401.  The 
data  for  1973  are  being  automated. 
Monthly  data  are  being  gathered  from 
Mining  Enforcement  and  Safety 
Administration  to  upgrade  the  entire 
monthly  reporting  system  on  coal 
production. 
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